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to work right now.” Add up the inter-
est payments and the total nonstim-
ulus spending in this bill and it is in
the hundreds of billions of dollars.
That is completely unacceptable. So
there is plenty of room to cut wasteful
spending. As Mr. Orszag said in his let-
ter, the President is ‘‘insistent that the
bill not include any earmarks or spe-
cial projects.”

Another target-rich area is all the
spending for new programs that claim
to create new jobs. What people don’t
realize is how much it costs to create
some of these jobs. Analysts have gone
through some of the new programs and
here is what they have found: $524 mil-
lion for a program at the State Depart-
ment that promises to create 388 jobs
here at home. That comes to $1.35 mil-
lion per job. Let me say that again—
$1.35 million per job; $125 million to the
DC Water and Sewer Authority. That
comes to $480,000 per job; $100 million
for 300 jobs at USAID. That is $333,333
per job. That is just a few. Surely there
are more efficient ways to create jobs
with taxpayer dollars than this.

So there is plenty of room to cut in
this bill. It is time we started doing
some of it. America is already staring
at a $1 trillion deficit. The bill before
us, in its current form, will cost, with
interest, $1.3 trillion. Soon we will vote
on an Omnibus appropriations bill that
will cost $400 billion. The President is
talking about another round of bank
bailout funds that some say could cost
as much as $4 trillion.

This isn’t monopoly money. All of it
is borrowed money that the taxpayers
will have to pay back at some point. I
think we owe it to them to lay all
these things out on the table now so
America can see what it is getting
into. I think we owe it to the American
people to show some restraint on the
bill that is before us.

Republicans have a number of better
ideas for making this bill simpler,
more targeted, and more directly bene-
ficial to workers and to homeowners.
We have been sharing those ideas for
the last week.

Economists from both sides of the po-
litical spectrum recognize that housing
is at the root of the current downturn.
We believe we should fix this problem
first before we do anything else—cer-
tainly before we build a fish barrier,
spruce up offices for bureaucrats or
build a water slide. I mean, let’s get se-
rious. We can either talk about fixing
the problem or we can take immediate
action to help 40 million Americans
stay in their homes or buy a new one.
That is our choice.

We need to act now, and soon we will
be voting on a Republican better idea
to do that. But first there are plenty of
areas in this bill we can cut, even be-
fore we consider some of the good Re-
publican ideas that President Obama
has said he wants to incorporate into
the final bill.

Mr. President, I yield the floor.
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RESERVATION OF LEADER TIME

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
leadership time is reserved.

————

AMERICAN RECOVERY AND
REINVESTMENT ACT OF 2009

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senate will resume consideration of
H.R. 1, which the clerk will report.

The legislative clerk read as follows:

A Dbill (H.R. 1) making supplemental appro-
priations for job preservation and creation,
infrastructure investment, energy efficiency
and science, assistance to the unemployed,
and State and local fiscal stabilization, for
the fiscal year ending September 30, 2009, and
for other purposes.

Pending:

Reid (for Inouye-Baucus) amendment No.
98, in the nature of a substitute.

Murray amendment No. 110 (to amendment
No. 98), to strengthen the infrastructure in-
vestments made by the bill.

Vitter amendment No. 179 (to amendment
No. 98), to eliminate unnecessary spending.

Isakson-Lieberman amendment No. 106 (to
amendment No. 98), to amend the Internal
Revenue Code of 1986 to provide a Federal in-
come tax credit for certain home purchases.

Feingold amendment No. 140 (to amend-
ment No. 98), to provide greater account-
ability of taxpayers’ dollars by curtailing
congressional earmarking and requiring dis-
closure of lobbying by recipients of Federal
funds.

The ACTING PRESIDENT pro tem-
pore. The Senator from Tennessee is
recognized.

Mr. ALEXANDER. Mr. President, I
ask unanimous consent that I be per-
mitted to engage in a colloquy with my
colleagues for 30 minutes, if that is ac-
ceptable to the Democratic leader.

The ACTING PRESIDENT pro tem-
pore. Is there objection?

Mr. INOUYE. I have no objection.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

Mr. ALEXANDER. I thank the Sen-
ator from Hawaii.

Mr. President, Republicans believe
we ought to fix housing first, and we
would like to talk about that for the
next 30 minutes. Mr. KyL, the Senator
from Arizona, is here for that purpose.
Senator ENSIGN is here, who is the au-
thor of an amendment that would pro-
vide 4 to 4.5 percent mortgages for up
to 40 million Americans so they could
buy new homes or refinance their
homes. Senator ISAKSON is here, who is
the author of an amendment to provide
a $15,000 tax credit for the next year to
home buyers. We believe these pro-
posals would provide instant jobs.
Housing got us into this economic mess
and housing will help get us out of the
economic mess.

The Republican leader, Senator
MCCONNELL, stated that this is a big
spending bill. I was on the telephone
last night with the former budget
chairman, Senator Domenici of New
Mexico, who has been counting in his
retirement. He said it took our country
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from the time of its founding until the
mid-1980s to build up a national debt of
$850 billion, which was the size of this
so-called stimulus package when it
came over here. So we are talking
about real borrowed money, and our
goal is to reorient the whole discus-
sion: first, to housing; second, to let-
ting taxpayers keep more of their own
money; and, third, to get out of the bill
those items that don’t belong in the
bill.

The former Congressional Budget Of-
fice director in a previous Democratic
administration, Alice Rivlin, said we
needed two bills: one that would in-
clude legislation that created jobs now,
and the second would be legislation
that might take care of long-term in-
vestments that might help our coun-
try. She also said there should be a
very high standard before we borrow
money to spend on anything. Espe-
cially, as the Republican leader said, at
a time when next week we may be
hearing from Secretary Geithner that
we need several hundred billion more
for banks, and then more for housing,
and then more for the annual appro-
priations bill, and then, on down the
road, more for a health care bill.

I see the Senator from Arizona, and
he is a leading member of the Finance
Committee, and as we think about re-
orienting toward housing, it would
seem to me, Senator KYL, that we
should focus whatever money we do
have on the problem we have, rather
than borrowing money to dribble away
on good-sounding projects that don’t
actually create jobs.

Mr. KYL. Mr. President, if I may re-
spond to the Senator from Tennessee, 1
appreciate his focusing laser-like on
this subject because, in many respects,
we are treating the symptoms of the
problem rather than the cause of the
problem. While treating the symptoms
can have some salutary effect, we are
not going to ultimately solve the prob-
lem until we get to the root cause. I
think virtually everybody agrees on
what the root cause of our current
problem is: the collapse in the housing
market.

That caused a cascade of other ef-
fects, and some of those can be dealt
with simultaneously, but the bottom
line is, as the Senator from Tennessee
noted, we have to fix housing first. Be-
cause until that is done, all of these
other symptoms are going to remain.

There are a lot of smart people whose
comments I am going to quote in a mo-
ment because they are well-respected—
they are Democrats, they are Repub-
licans—but I would like to turn, first,
to my folks in Arizona, whom I like to
go to for advice. So last weekend I met
with Marge Lindsey and her group of
realtors from Arizona. I started out by
saying: All right, tell me how it is. She
said: It is not good. They went on to
point out that between 40 and 50 per-
cent of what they are doing right now
is dealing with foreclosed homes, or
what they call the short sales—getting
ready for foreclosure—and that the rest
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of the market has virtually collapsed.
She said something has to be done to
prevent the continual decline in hous-
ing values.

My home is in a perfectly good neigh-
borhood, I pay my mortgage and all,
but it is out of my control because all
around me others are having problems
first, and because they are having prob-
lems, it is drawing down the value all
around. So the people who play by the
rules and are not doing anything wrong
are along for the ride down. Until that
is arrested somehow, all of these other
symptoms are going to exist. That was
their analysis.

Now, if I can quote some other really
smart people, if the Senator would
allow me? The New York Times edito-
rialized toward the end of last year,
November 11:

Clearly, the [financial] system won’t sta-
bilize until house prices stabilize, and banks
won’t lend freely until losses on mortgages
abate. . . .All roads, into and out of this cri-
sis, run through the housing market.

Exactly the point the Senator from
Tennessee is making.

Very recently, January 28, the new
CBO Director, Director Elmendorf, said
this in testimony:

Turmoil in the housing and financial mar-
kets is likely to continue for some time,
even with vigorous policy actions and espe-
cially without them. Most economists think
that to generate a strong economic recovery
in the next few years, further actions to re-
store the health of the housing sector and
the financial system are needed.

A lot of folks rely on the advice of
Warren Buffett. I probably should have
relied more on the advice of Warren
Buffett in my investments. I wouldn’t
be where I am today. Here is what he
said in April of last year:

Things connected with housing, whether
it’s in brick or whether it’s in carpet, those
businesses have shown no uptick at all.

His point is that once housing is af-
fected, everything else that has any-
thing to do with it is affected.

He made this comment as well:

The market won’t really come back until
you get a close to normal ratio of vacant
homes, homes up for sale, compared to cur-
rent sales, and that’s a ways off.

We all listened with interest to Alan
Greenspan. Here is what he testified to
in October of last year before Congress:

A necessary condition for this crisis to end
is a stabilization of home prices in the
United States.

Here is how I conclude all of this.
The experts back home agree. They are
seeing it on the ground. The experts
who look at this from an economic
standpoint, from a mnational macro-
economic standpoint, all agree. We
need to heed their advice and address
the housing crisis first. We cannot
wave a magic wand and stop housing
prices from falling further. Would that
we could—we would do that. That is
the market, and we cannot stop it.

What is happening is that home val-
ues, in a ratio to mortgages, are declin-
ing. So the other point the realtors
told me was a lot of folks, through no
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fault of their own, are now paying
mortgages on homes that exceed the
value of the homes. That is the upside-
down element. We can affect that part
of the equation. That is to say, we
can’t stop home values from going
down until we do something else first.
The thing we can affect is that ratio—
what people are paying in their month-
ly mortgage payments. I am going to
leave that to my colleagues. The Sen-
ator from Nevada is here. The Senator
from Georgia is here. They will talk
about a better Republican idea of how
we can address the costs people pay
every month in their mortgages as a
way of making them more healthy,
able to pay the mortgage, not going to
foreclosure, and ultimately fix that
value of homes, and then we are on the
road to recovery.

The last thing I wanted to say is that
the secondary market is a big part of
this. When people lend money, they
want to then be able to sell that mort-
gage to somebody. That has been the
whole cause of this, the toxic loans in
the secondary market.

In the Financial Times of August 26
of last year, Dr. Martin Feldstein said:

Mortgage-backed securities cannot be val-
ued with any confidence until there is more
certainty about the future of house prices.

That is precisely what this better Re-
publican idea will get to. As my col-
leagues discuss these ideas of how to
relate to this, remember what the
original cause of the problem is, what
we can affect and we cannot affect, and
how we want to focus laser-like on fix-
ing housing first.

I appreciate the efforts of my col-
leagues.

Mr. ALEXANDER. I thank my col-
league for so clearly outlining the na-
ture of the problem.

I ask the Chair to let me know when
we are about 3 minutes from the expi-
ration of the time.

There are two proposals we want to
discuss which will be voted on here
which will help fix housing first. The
first is by the Senator from Nevada,
Mr. ENSIGN. Senator ENSIGN’s idea will
create instant jobs and give a jolt to
the economy by giving an opportunity
for lower mortgage interest rates to
those persons who can afford to buy or
refinance their home.

There are other proposals, such as
one by Senator McCCAIN, to help people
who are in trouble with their mort-
gage. The focus of my colleague is pri-
marily on creditworthy Americans who
could refinance their homes, save
money, and get the economy moving?

Mr. ENSIGN. The case has been made
that we need to fix housing first be-
cause it is the underlying cancer that
is affecting our economy, and that can-
cer is spreading to other parts of the
economy. If we don’t fix the underlying
problem, it will not matter what we do
with the rest of the spending bill. The
spending bill will not help the econ-
omy. It is going to continue to get
worse and worse. If home values con-
tinue to go down, no amount of money
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will help. We will have to have three or
four TARP funds, trillions of dollars,
and it is not going to help because we
have not fixed the underlying problem.

Several of us got together. I happen
to be the lead author on the bill, but
this is really a compilation of many
minds trying to fix housing. We have
incorporated one of the ideas from Sen-
ator ISAKSON. I will let him describe
that.

One of the hallmarks of the bill is we
try to fix housing in the bill. We elimi-
nate the wasteful spending, and we
have some targeted tax credits for fam-
ilies and small businesses to create
jobs. We try to take care of the whole
package, and we do it in a fiscally re-
sponsible way, so the total cost will be
under $500 billion. It is not the $1.1 tril-
lion the other side of the aisle has put
forward. Such spending would put a
tremendous burden on future genera-
tions.

What we have said is that we are
going to allow anybody who has at
least a 5-percent equity in their home,
or if they already have a Fannie Mae-
Freddie Mac-backed loan, would be
able to refinance at about 4 to 4.2 per-
cent interest. The average American
family who refinances will save over
$400 a month. That is not a one-time
saving, that is a saving through a 30-
year fixed loan. That is like a perma-
nent tax cut.

All of the economists have told us
that one-time tax rebates give a little
bit of stimulus, but they cost more in
the long run. Permanent tax relief is
really what stimulates the economy. If
a family only receives a one-time
check, all they are going to do is pay
down debt or save the money. But if
they know they have over $400 per
month, that is something they can
count on. They can budget that. They
can start spending that money. That
will actually help stimulate the econ-
omy.

The economists who have done the
studies are Glenn Hubbard and Chris-
topher Mayer. They said this proposal
will stabilize housing prices next year
because they expect housing prices to
go down by about 12 percent. If you
lower interest rates on the average of
about 1 percent, that historically has
meant housing prices will rise about 7
to 8 percent. If we can get them down
about a point and a half, they figure,
instead of going down by 12 percent,
housing prices next year will stabilize.
We all know that if you do not stabilize
housing prices in the United States,
the economy is going to continue to go
down.

I see the Presiding Officer from Colo-
rado. Colorado is one of those States
that is having pretty severe housing
problems now. These housing problems
started in my State, Nevada, and in Ar-
izona, Florida, and California. They
have spread to the rest of the country,
so we need to fix this problem.

We have also put a limit on it. This
is not for the rich. This is for loans of
$750,000 or less. That is going to take
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care of about 40 million Americans.
That is what this takes care of, 40 mil-
lion people refinancing their homes—40
million households, not Americans—40
million households getting on average
of over $400 a month. Put the numbers
to that. That is a huge amount of
money.

Mr. ALEXANDER. If I understand
the proposal, if I am a creditworthy
person, I can either refinance my home
or buy a new home at this lower inter-
est rate, which today would be between
4 and 4.5 percent for a 30-year mort-
gage. I would have that fixed mortgage
all during that 30-year period of time.

Mr. ENSIGN. That is correct, this is
a 30-year fixed. This is not an adjust-
able rate mortgage where there are
catches and in a couple of years it is
going to go up again and I am going to
have to worry about that. This is a 30-
year fixed mortgage that can be very
significant to the average family’s
budget.

We believe this is going to be one of
the big fixes. You combine this with
the other proposals, such as Senator
ISAKSON’s proposal, and the other
things Senator MCCAIN and Senator
MARTINEZ have come in with, with
mitigation for those who are under-
water—ours does some for houses that
are underwater if they are backed by
Fannie and Freddie right now. But all
of the proposals together—I believe we
can do exactly what we say needs to be
done, and that is fix housing first.

But our proposal also takes out all of
the spending in the bill that does not
create jobs. We still have tax incen-
tives in there for families and small
businesses to create jobs, but we take
out all of the $200 billion in new enti-
tlement spending, all of the other 34
new programs that are created. There
are some worthy programs in there
that most of us would support. At this
time, we should not be spending money
on new programs, especially without
eliminating other programs.

We believe this is fiscally respon-
sible. It is going to help the economy.
It is going to help the housing problem.
I appreciate your leadership, Senator
ALEXANDER, for bringing this colloquy
together so we can talk about the un-
derlying problem.

Mr. ALEXANDER. I thank Senator
ENSIGN for his leadership and the oth-
ers on his proposal for their leadership.
We hope it will attract significant
Democratic support because 1 have
heard a number of them say we need to
reorient this toward housing.

Senator ISAKSON was in the real es-
tate business, and he often reminds us
that this is not the first housing crisis
we have had. As I understand, Senator
ISAKSON, the proposal you made, which
would be a tax credit to homeowners,
was originally tried in the 1970s and
worked?

Mr. ISAKSON. That is right, and I
am delighted the Senator from Ten-
nessee called this colloquy today so we
could talk for a few minutes about
what JON KYL and JOHN ENSIGN said is
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the heart of the problem, and that is
the U.S. housing market. Our houses
are down 25 percent in the last 18
months. Equity lines of credit are dis-
solved because houses are underwater.
One in five houses in the United States
is worth less than what is owed on it.

It is rare when you come to the Sen-
ate at a time of crisis that you have a
roadmap to success. Most of the time,
we are trying to feel our way through
to find out what to do that is right. We
have a roadmap to success.

I ask unanimous consent to have
printed in the RECORD two articles
from the New York Times, one from
April of 1975 and one from July of 1975.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the New York Times, Apr. 7, 1975]

NEW HOUSING TAX CREDIT PROMPTS RISE IN
BUYING

(By James Feron)

WHITE PLAINS.—The recently enacted Fed-
eral tax credit on the purchase of new homes
and condominiums signed into law last
weekend seems to be achieving or even sur-
passing its goal, according to initial reports
on the situation in the metropolitan area.

Robert Jacobs, marketing director of One
Strawberry Hills, a 118-unit condominium in
Stamford, Conn., said today that the idea
was to reduce the number of empty and
unsold housing units, ‘‘and to that we can
only say, ‘“‘Amen.”’

Mr. Jacobs closed deals on four apartments
yesterday and today, he said. ‘‘All were bor-
derline cases where the $2,000 tax credit was
evidently the deciding factor. We expect to
sell at least 10 of our 35 unsold units the
same way.”’

He reported that ‘“‘one man who had been
renting in this area, who was married but
with no children, said he was in a 50 per cent
tax bracket and the $2,000 credit would mean
more like $4,000 to him.”

The new Federal law calls for a 5 per cent
tax credit up to a maximum of $2,000 on the
purchase of a new home providing, among
other things that the title be taken or the
purchase be made between March 12 and Dec.
31 of this year, that construction began be-
fore March 26 and that the house or condo-
minium is the purchaser’s principal resi-
dence.

BUILDERS PLEASED

Builders interviewed in several suburban
areas were generally delighted with the law
although they agreed that one provision in
particular would create difficulties until the
Internal Revenue Service produced a clari-
fied regulation.

The difficult clause provides that pur-
chases eligible for the tax credit be made at
the lowest price the home was offered for
sale. There is vast uncertainty over how to
determine ‘‘lowest price’” in an industry
where prices listed in prospectus offerings
can be adjusted upward, where rebates and
other incentives change price levels and
where subsequent additions to unsold units
change their value.

John Tedesco, president of Kaufman and
Broad Homes of New Jersey, said a few days
ago that ¢if the I.R.S. doesn’t set some
limit, such as ‘lowest price since Jan. 1,
1975, for example, the incentives will evapo-
rate.”

Potential buyers, meanwhile are said to
have been visiting housing developments and
condominiums throughout the metropolitan
area in increasing numbers since last Sun-
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day, the day after the measure became law.
Martin Berger, president of. Robert Martin
Corporation, Westchester’s largest builder,
said a few days ago:

“We couldn’t believe it. Easter Sunday is
not usually a big day and the weather was
bad, but people came to us asking about the
credit and others reported the same thing.
This could provide a tremendous boost to the
sagging residential construction business
and to the economy in general.”

INTEREST GROWS

The initial interest of last weekend was in-
tensified yesterday and today, especially
where builders linked the $2,000 credit to
their advertisements in today’s newspapers.

At Applehill Farm, in Chappaqua, West-
chester County, where 56 homes are being
built in a ‘“‘cluster” development on a former
estate, Tom Bisogno said couples shopping
for the $70,000 to $90,000 units were asking if
they qualify for the rebate. ‘““We believe they
do,” he said, ‘‘because ours is a new develop-
ment, less than a year old.”

Mr. Bisogno said he expected the real crush
to come when the I.R.S. clarified its ‘‘lowest
price’” ruling: Louis Buonpane of the Parker
Imperial, a condominium on the Palisades in
North Bergen, NJ, opposite 86th Street in
Manhattan, said traffic increased ‘‘right
after the President signed the bill.”

Like Strawberry Hill, Parker Imperial is
adding the tax credit to previously an-
nounced price reductions necessitated by a
sluggish market. “It’s a good selling tool,
this tax credit, added to everything else,”
Mr. Buonpane said.

Another question puzzling some builders
was how to define when construction began.
Many felt that the I.R.S. would refer to put-
ting down a ‘‘footing,” or pouring concrete,
but Mr. Tesdesco asked, “If you clear the
plot and install services have you started
construction on a house?”’

Builders said that setting Dec. 31 as the
cut-off date would force quick decisions,
which they liked. One builder said, ‘“We’re
going to begin ‘countdown’ advertising as
soon as we can—‘You have only 100 days to
make up your mind, etc.,’—to encourage de-
cisions. It could be dynamite for this mar-
ket.”

[From the New York Times, July 27, 1975]
HOME BUYERS GET A NEW ENTICEMENT
(By Ernest Dickinson)

Thousands of new housing units through-
out the nation that failed to meet the price
qualification for 5 per cent Federal tax cred-
it will do so now because of an amendment
liberalizing the law.

The change, builders predict, will give an
added boost to new-home buying, especially
between Labor Day and the end of the year.

The law as it was passed in March specified
that new houses, condominiums and mobile
homes had to be sold at the lowest price for
which they had ever been offered if their
buyers were to be eligible for the credit of as
much as $2,000.

But some builders with units that had been
on the market many months did not roll
back prices to their original levels because,
they said, they could not do so without los-
ing money.

Under the amendment, which was signed
into law June 30, the builder must certify
only that the price is the lowest at which the
home has been offered since Feb. 28, 1975.

The change greatly enlarges the number of
qualifying properties from which home buy-
ers can choose this summer and fall. The in-
crease is most apparent among high-rise con-
dominiums.

At The Greenhouse In Cliffside Park, N.J.,
for example, 100 of the 340 units remain
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unsold. None of them qualified for the tax
credit previously, but all of them do now.

Ira Norris, the president of the Kaufman
and Broad Development Company, the build-
er, explained why. A high-rise condominium
is a large project, he noted, and once con-
struction starts, the entire building must be
completed. During the two-year construction
period, however, many costs escalated month
by month. So completed apartments cannot
be sold at the price for which they were of-
fered two years earlier.

Ordinarily, builders of low-rise or single-
family detached housing can avoid that trap.
If houses are not selling, the builder can sim-
ply stop construction.

The new tax-law provision helps not only
future buyers but some past buyers as well.
Its benefits are retroactive. A buyer who
closed a deal in the spring but did not qual-
ify for a tax credit then may now be able to
obtain it.

This will be true if the only reason the
property was not eligible then was that the
builder had sold it at a price he raised before
Feb. 28. A recent buyer who believes that his
new-home purchase may now entitle him to
a tax credit should contact his builder or
local Internal Revenue Service office.

Some developers are taking the Initiative
in such situations. The builder of High Point
of Hartsdale, in Westchester County, for ex-
ample, will soon be sending letters of con-
gratulation and the required certificates to
about eight buyers who previously purchased
condominium apartments that only now
qualify for the credit.

Leland Zaubeler, a vice president of the
Robert Martin Corporation of Elmsford,
which is building the 500-unit High Point,
said that about 15 per cent of the unsold
partments that previously did not qualify for
a tax credit do qualify now. ‘“The amend-
ment is beneficial,”” Mr. Zaubeler said. ‘It
helps carry out the original intent of the
law—to move new housing.”’

The biggest problem with the legislation,
according to many builders, is that many
people still do not understand what a tax
credit is.

According to Mr. Norris, they refuse to be-
lieve it is not simply a tax deduction. “We’ve
had people bring lawyers into our offices be-
cause they think we are trying to sell them
a bill of goods,” he said. A tax credit is sub-
tracted from the final sum one owes the Gov-
ernment. If a home buyer qualified for a
$1,750 tax credit and his tax bill came to
$1,750 or less, he would not pay any tax.

Despite widespread misunderstanding,
however, people are starting to shop around
again at last,” said a spokesman for U.S.
Home Corporation in Clearwater, Fla., one of
the nation’s largest builders. ‘“The tax credit
has gotten people out looking, though they
may end up buying homes that don’t qual-
ify.”

George A. Frank, who heads the Builders
Institute of Westchester and Putnam coun-
ties, agrees.

Westchester has about 800 new unsold con-
dominium units but very few new single-fam-
ily homes, he said, adding: ‘‘Because of costs,
with new houses bringing about $75,000 here,
there has been no large-scale building.”’

But Mr. Frank and others believe that a
‘“countdown psychology” will develop in the
fall as more and more buyers realize that
they have only until the end of the year to
get a tax credit.

“It’s a very persuasive opportunity,” said
one builder. “If the average condominium
sells for $50,000, you can put down $5,000, or
10 per cent, because most developers offer a
90 per cent mortgage. Then the $2,000 off
your income tax represents 40 per cent of the
down payment”’

The amount of the tax credit is figured by
taking 5 per cent of the total cost of acquisi-
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tion (including closing costs), minus any
profit the buyer might realize in selling his
old house. The credit cannot exceed the total
tax liability. If a buyer qualifies for a max-
imum $2,000 credit but his Federal tax totals
only $1500, the latter amount is all he can
claim.

In general, homes that were never before
occupied and that were under construction
or completed before March 26, 1975, qualify
for the credit.

Mr. ISAKSON. I will read the head-
lines: ‘“‘New Housing Tax Credit
Prompts Rise in Buying; Consumers
Respond to Federal Law by Closing
Deals on Condominiums and Homes
Here, Builders Say,” and ‘“‘Home Buy-
ers Get a New Enticement.”

In 1975, when the average price of a
house was $35,000, the United States
was in worse shape than we are in
today. We are fast approaching it, but
we were worse. There was a 3-year sup-
ply of unsold houses on the market,
and there were no buyers.

Congress, the Democratic Congress,
and Gerald Ford, a Republican Presi-
dent, passed a housing tax credit of
$2,000 for a family who bought and oc-
cupied as their home a standing vacant
house in inventory at the time, which
is because all the inventory was new
homes. That $2,000 tax credit spurred
people to go to the marketplace,
spurred them to buy those houses, and
in 1 year’s time we went from a 3-year
supply of housing to a 10-month supply
of housing. We solved 70 percent of the
problem with a tax credit.

What we are talking about in our leg-
islation is a bill I introduced in Janu-
ary of last year. Everybody said it cost
too much. Then, it cost $11.4 billion.
We have now spent $3 or $4 trillion, and
we have not solved the problem yet. I
suggest it is time we looked at an eco-
nomical solution.

What we have offered is a $15,000 or 10
percent of the purchase price of the
house, whichever is less, tax credit
which could be claimed against the 2008
tax return that will be filed in April or
can be taken 50 percent in 2009, 50 per-
cent in 2010. What the family gets is a
$15,000 tax credit or, as I said, 10 per-
cent of the purchase price, whichever is
less.

This is going to benefit mainstream
America. When they receive it, they
have to live in the house for 3 years as
their home. If for some reason they
move out during that time, it is pro-
rated. But what will happen in America
now is what happened in 1975 when
these articles in the Times reported:
Sales will come back, the floor will be
put under the housing market, values
will stabilize, and they will begin to
appreciate. And, as they do, equity will
return to America’s families; stability
will return to the basic biggest asset
our families have, their home; and we
will begin to work our way out of this
deep downward spiral we are currently
in.

As has been said, it is not a catch
phrase and it is not a slogan. If we do
not fix housing first, it does not matter
what else we fix because throwing
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money at the symptoms, as JON KYL
said, will not work. If you are a doctor
and you are trying to cure a patient,
you go to the root of the infection or
the root of the problem, and you cut it
out or you deal with it.

This proposal, providing good, effi-
cient, effective mortgage money for re-
finance for Americans with good credit
or those with Freddie Mac and Fannie
Mae loans, this will bring borrowers
who are in the market back to the
market and will solve the problem.

My last comment to the Senator
from Tennessee—I call people who used
to work for me all the time to see how
it is going. I call them in various
States, including the State of Ten-
nessee.

In Atlanta, GA, a couple of weeks
ago, I talked to Glennis Beacham, who
is very successful. I said: Glennis, have
you got a lot of buyers?

She said: I have a lot of buyers,
Johnnie. They have money. They want
one of two things: They want a fore-
closure or a short sale.

Right now you have a bottom-fishing
market. You do not have people who
see any opportunity, and the buyers
who are in are exploiting; they are not
investing. It is time we incentivize all
American families with their own
money because it is their tax money
against which the credit will be taken
to go out and buy a house. When we do,
we will begin to fix housing first, and
we will begin to stabilize a very tee-
tering economy.

I commend the Senator from Ten-
nessee.

Mr. ALEXANDER. I thank the Sen-
ator from Georgia. Just to make sure
it is clear, sometimes we confuse tax
deduction and tax credit. This is a
$15,000 tax credit. That means cash
money, real money, that you can, in-
stead of paying it to the IRS, put in
your pocket. Am I correct?

Mr. ISAKSON. You can invest it in
your house.

Mr. ALEXANDER. You can invest it
in your house. The Senator from Wyo-
ming is here.

Mr. President, how much time re-
mains?

The ACTING PRESIDENT pro tem-
pore. The Senator has 7 and a half min-
utes remaining.

Mr. ALEXANDER. Mr. President,
please let me know when 2 minutes is
remaining.

I thank the Senator from Georgia.
We have now heard a proposal to give
to all creditworthy Americans, which
can be up to 40 million, the oppor-
tunity to buy or refinance a house with
a Treasury-backed 4- to 4.5-percent
mortgage. We have heard Senator
ISAKSON’s proposal to give everyone
who buys a home within this next year
up to a $15,000 tax credit.

The Senator from Wyoming was a
small businessman before he came to
the Senate and is our only accountant
here. What is the Senator’s reaction to
that, and how does he see housing fit-
ting into the economic stimulus pack-
age that is being discussed?
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Mr. ENZI. We need to pass a bill that
will fix housing first. We recognized
the problem about a year and a half
ago, but Congress has not focused on
the housing piece of that and come up
with a solution that will work to fix
housing.

“Fix Housing First,” the slogan the
Senator came up with, I appreciate the
efforts of the Senator from Tennessee
and the understanding that he has of
this and the ability to pull people to-
gether. I thank Senator ENSIGN for all
of the work he has done on a substitute
bill. I particularly thank the Senator
from Georgia, Mr. ISAKSON, for an idea
that he has seen work before and
knows will work again and has done
the math on it to update it to today.
But we have to fix housing first. That
is what started the problem, that is
what is continuing the problem, that is
what has tightened the pocketbooks of
Americans.

A realtor from Buffalo, WY, was in
my office yesterday. He said the banks
do have some money, that they had
made 50 loans, they were processing 50
loans at the moment. He said, unfortu-
nately, only two of those were for
house sales. The rest of them were all
refinancing as the interest rates have
come down.

Even people who can afford to buy a
house are not buying a house because
they do not know where the bottom is
in the housing market. So until we do
something to put a bottom in the hous-
ing market and assure people who have
bought houses as part of their retire-
ment that their value is not going to
go clear through the floor, America is
not going to recover from this. People
are not going to start spending. It is
not Government spending that solves
the problem, it is individual spending
that solves the problem. And the indi-
viduals have stopped spending.

Government money spends twice, cir-
culates twice; private money circulates
seven times. We have to get the private
money, the individual money, the per-
sonal money, back into the economy
again, and that will make a difference.

The crisis began with the decline of
housing prices in our Nation, a rising
tide of foreclosures from homeowners
who could no longer afford to make
mortgage payments. The decline in the
housing market sent shockwaves
through our financial system as every-
body realized their triple-A-rated in-
vestments looked more like junk
bonds. With banks unwilling to lend
against assets of an unknown value,
our credit market came grinding to a
halt. That is where we are today.

Now, the original plan of TARP was
to buy toxic loans, to get those out of
the market, to stabilize the banks.
That did not happen. When we work in
a hurry to pass something around here,
particularly if it deals with a lot of dol-
lars, we can often wind up in a dif-
ferent direction than where we thought
we were going. Right now this bill is
not focused on housing. It needs to be
focused on housing, and focused on
housing first.
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Government spending by itself will
not solve the problem. We cannot spend
our way out of it. We have tried that
before. We tried it in the 1930s. Govern-
ment interference did not help. So we
need to take some of this money and
devote it to stemming foreclosures, in-
vigorating the housing market, and
getting our financial institutions and
individual investors to step back into
the market without fear.

I have a lot more I would like to say,
but I know our time is limited. I would
like the Senator from Tennessee to be
able to conclude this discussion, con-
clude the beginning of the long discus-
sion I hope will put housing first. Until
we solve housing first, we do not have
a solution.

Mr. ALEXANDER. Mr.
how much time is remaining?

The ACTING PRESIDENT pro tem-
pore. The Senator from Tennessee has 3
minutes remaining.

Mr. ALEXANDER. I thank the Sen-
ator from Wyoming for his leadership
and his understanding of business that
has come the hard way, through experi-
ence in his town.

The Senator from Arizona, Mr.
MCcCAIN, is on the Senate floor to speak
on a different amendment. But he, too,
has a proposal that will deal with fix-
ing housing first. So our point is this:
We understand Americans are hurting,
that our economy is in a slump. But we
also understand that if we do not deal
with the national debt, we will be
doing the worst thing that we could
ever do to the working men and women
of America: that is, having long-term
inflation where dollars do not amount
to anything and you cannot buy any-
thing.

So our focus, instead of adding to the
debt by over $1 trillion, is to reorient
the stimulus package toward a true
stimulus and fix housing first. That is
what the 4-percent mortgage for credit-
worthy Americans is for. That is what
the $15,000 tax credit for home buyers
is for. That is what the Republican pro-
posals to help people with foreclosures
are for. That is part 1, fix housing first.

Part 2 is let people keep more of
their own money. Those are tax reduc-
tions. Then part 3 is take off this bill
all of the spending items that do not
have anything to do with creating jobs
now. So we welcome the calls for bipar-
tisan work. We are ready to work. We
have good ideas: fix housing first, let
people keep more of their own money,
and focus the bill on spending projects
that create jobs today, not those that
do not.

I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Senator from Oregon.

Mr. WYDEN. Mr. President, I appre-
ciate the courtesy of Senator FEINGOLD
and Senator McCAIN, who I know have
a very important amendment. They
have allowed me to come to the floor
before them and speak about the
amendment Senator SNOWE and I will
be offering later.

I thank Senator FEINGOLD and Sen-
ator MCCAIN, and it is not my intention
to give a lengthy speech at this point.

President,
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Last week, Americans were horrified
to hear the news that Citigroup and
other companies receiving taxpayer
money from the Troubled Asset Relief
Program were paying their employees
billions and billions of dollars in bo-
nuses.

Today, along with Senator OLYMPIA
SNOWE, our colleague from Maine, I
will offer a bipartisan amendment to
this legislation that makes it clear it
is not enough to say these Wall Street
bonuses are wrong; they have to be
paid back.

Taxpayers must be protected, and
that is what the amendment Senator
SNOWE and I are offering will do. Our
proposal gives the institutions that re-
ceived Troubled Asset Relief Program
money and paid these outlandish bo-
nuses a simple choice: The institutions
will pay back the cash portion of any
bonus paid in excess of $100,000 within
120 days of the amendment’s enactment
or those institutions would face an ex-
cise tax of 35 percent on what is not re-
paid to the Treasury.

The money can be repaid by buying
back the preferred stock the Federal
Government owns in these companies
or in any other fashion the institution
chooses. Senator SNOWE and I have had
extensive legal review with respect to
the constitutionality of this provision.
We believe it passes constitutional
muster.

Mr. President, I ask unanimous con-
sent to have printed in the RECORD a
letter sent to me yesterday by Edward
Kleinbard of the Joint Committee on
Taxation.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

DEAR SENATOR WYDEN: You have asked me
whether I believe that there is a constitu-
tional issue associated with your legislative
proposal to impose an excise tax on certain
2008 bonuses paid by TARP recipients that do
not repay the amount of those bonuses in
2009 (through redeeming the preferred stock
issued to the United States). There are many
Supreme Court and other cases that have
considered the question of when a tax might
be held to be unconstitutional by virtue of
its retroactive application, and as a result I
am not able to answer your question defini-
tively without more time to read the exten-
sive jurisprudence. As a very preliminary
matter, however, I believe that your pro-
posal would be held to be constitutional if
challenged in court.

First, I believe that there is a powerful ar-
gument that your proposal is simply not ret-
roactive. Taxpayers can avoid the tax com-
pletely by repurchasing shares they sold to
the United States; the excise tax would be
imposed, not on prior bonuses, but on the
taxpayer’s affirmative post-enactment deci-
sion not to repurchase those shares at the
same price that the shares were sold to the
United States. Moreover, the timing, repur-
chase price and amount of shares that must
be repurchased are not punitive, and are
commensurate with the conduct that Con-
gress can rationally find to be contrary to
the purpose and intent of the EESA legisla-
tion that authorized the Treasury’s invest-
ments.

Even if the excise tax were (contrary to
the conclusion suggested above) viewed as
having retroactive effect, the Supreme Court
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has generally given a high level of judicial
deference to economic legislation and has re-
peatedly upheld retroactive taxation as con-
stitutional, so long as the legislation is
“‘supported by a legitimate legislative pur-
pose furthered by rational means . . .” Pen-
sion Benefit Guaranty Corp. v. R.A. Gray &
Co., 467 U.S. 717 (1984). For example, under
the Tax Reform Act of 1969, an individual
was permitted a $30,000 exemption in calcu-
lating his minimum tax liability. The Rev-
enue Act of 1976, passed in October of 1976,
reduced the exemption to $10,000 and applied
the change retroactively to all tax years be-
ginning after December 31, 1975. The Su-
preme Court upheld this retroactive amend-
ment in United States v. Darusmont, 499 U.S.
292 (1981).

As another example, the Tax Reform Act
of 1986 granted a special deduction for the
sale of employer securities by an estate to an
employee stock ownership plan (““ESOP”). In
December of 1987 Congress amended the stat-
ute to provide that the securities sold to an
ESOP must have been directly owned by the
decedent immediately prior to his or her
death, and made the amendment effective as
if it had been contained in the statute as
originally enacted. In United States V.
Carlton, 512 U.S. 26 (1994), the Supreme Court
once again upheld the retroactive applica-
tion of the tax, in this case against an estate
that had relied on the original language to
engage in a transaction that it believed
would have reduced its tax liability by sev-
eral million dollars. There are numerous
other appellate and Supreme Court cases to
similar effect.

Your legislative proposal presents a par-
ticularly strong case for constitutionality
since it has only a modest look-back period,
as was the case in Darusmont, and is arguably
a curative measure (with regard to the exec-
utive compensation provisions of TARP), as
was the case in Carlton.

Please let me know if you have any further
questions.

EDWARD KLEINBARD,
Joint Committee on Taxation.

Mr. WYDEN. I will read briefly now
from the letter from Mr. Kleinbard. I
will quote from the second paragraph:

There is a powerful argument that your
proposal is simply not retroactive.

It is his judgment, based on what he
has been able to look at thus far, it
would be constitutional.

Mr. Kleinbard states specifically:

Taxpayers can avoid the tax completely by
repurchasing shares they sold to the United
States; the excise tax would be imposed not
on prior bonuses, but on the taxpayer’s af-
firmative post-enactment decision not to re-
purchase those shares at the same price that
the shares were sold to the United States.
Moreover, the timing, repurchase price and
amount of shares that must be repurchased
are not punitive, and are commensurate with
the conduct that Congress can rationally
find to be contrary to the purpose and intent
of the EESA legislation that authorized the
Treasury’s investments.

I think anyone who looks at the let-
ter from the Joint Committee on Tax-
ation will see that the bipartisan
amendment Senator SNOWE and I will
be offering with respect to excessive
cash bonuses is a matter that does pass
constitutional muster and clearly is in
the taxpayers’ interest.

I note my colleagues, particularly
from Tennessee and Georgia, have
made a number of good points that I
happen to feel strongly about with re-
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spect to the need to address the cur-
rent housing crisis, and one of the
things we have seen with respect to
housing and all of the other economic
challenges we have is we have to get
people’s confidence back in the Amer-
ican economy.

I believe the Snowe-Wyden amend-
ment will help to generate that con-
fidence by saying at some point we are
going to say excessive bonuses are
being paid, in effect, with taxpayer
money. I mean these are companies
who received billions and billions of
taxpayer dollars.

If we are going to have the con-
fidence we need to promote housing, as
the distinguished Senators from Ten-
nessee and Georgia both noted, we have
to make sure taxpayers do not say:
This is wrong. This is not right to give
these excessive bonuses with taxpayer
money.

I would note that Senator SNOWE and
I set the limit for bonuses at $100,000.
So, clearly, we want to be sensitive to
the young person getting started in fi-
nancial services, someone, perhaps,
who was a secretary. But it is the out-
landish bonuses that we are concerned
about.

I would also note these TARP insti-
tutions have not yet paid their 2008
taxes. So what we have is a situation
where a number of these companies
have not yet paid their 2008 taxes. In
other parts of this economic recovery
legislation we are giving retroactive
tax benefits. Certainly, that is the case
with the net operating loss provisions,
the carryback provisions, with respect
to business.

So it seems to me, if you are giving
those kinds of retroactive tax breaks,
you surely ought to take steps to pro-
tect taxpayers, as Senator SNOWE and I
seek to do with our legislation. The
bottom line is, the Wall Street firms
that took bailout money knew they
were not supposed to pay their execu-
tives lavish bonuses, but they went
ahead and paid out more than $18 bil-
lion in bonuses anyway.

The Wyden-Snowe amendment makes
sure these firms can’t take the money
and give the Congress and taxpayers
the runaround. If they took the bailout
money, the Wall Street firms either
have to pay taxpayers back for the ex-
cessive bonuses, or they ought to pay a
tax on these bonus payments. Either
way, they should not be allowed to pay
outrageous bonuses to executives and
stick taxpayers with the bill. It is fun-
damentally wrong to reward with bil-
lions of taxpayer dollars this kind of
conduct. We have all heard about hand-
ing out of bonuses to executives at
firms responsible for the current eco-
nomic meltdown. But what happened a
couple of weeks ago takes this to a
completely different level. At a time
when the Congress is faced almost on a
weekly basis with requests for billions
of dollars of additional money, how in
the world can we allow these kinds of
bonuses, with taxpayer money, to
stand, as if the economy were boom-
ing?

S1479

My colleagues from Wisconsin and
Arizona have been waiting patiently. I
hope Members will look at the amend-
ment Senator SNOWE and I are offering.
I hope they will look at the legal anal-
ysis provided by the Joint Committee
on Taxation with respect to how and
why this particular proposal passes
constitutional muster. I hope the Sen-
ate will say it is not enough to just
give speeches about how it is wrong to
hand out these bonuses with taxpayer
money but will back bipartisan legisla-
tion to correct it and to protect tax-
payers at a critical time when we must
increase confidence in how major eco-
nomic decisions are made.

I yield the floor.

AMENDMENT NO. 140
PRESIDING OFFICER
The Senator

The
SHAHEEN).
consin.

Mr. FEINGOLD. I ask unanimous
consent that the pending business be
set aside and that we take up amend-
ment No. 140.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. FEINGOLD. Madam President, I
am pleased to be working with a
tripartisan group on this issue: Sen-
ators MCCASKILL, GRAHAM, LIEBERMAN,
BURR, and COBURN and, of course, most
significantly, how great it is to be
working again with my friend JOHN
MCcCAIN. This is an issue, in addition to
ones we have worked on over the years,
that he and I care deeply about, trying
to deal with the abuse of earmarks. It
is a real cancer in our budget system.

Our amendment is straightforward.
It establishes a 60-vote point of order
against unauthorized earmarks in ap-
propriations bills. It also requires that
recipients of Federal funding disclose
what they spend on lobbying.

Before arguing the need for the
amendment, I want to briefly acknowl-
edge that we have actually come a long
way in recent years in disclosing ear-
marks. In the last Congress, we passed
the Honest Leadership and Open Gov-
ernment Act of 2007, more commonly
referred to as the ethics and lobbying
reform bill. That measure was the most
significant earmark reform Congress
has ever enacted, and it reflected what
I think is a growing recognition by
Members that the business-as-usual
days of using earmarks to avoid the
scrutiny of the authorizing process or
of competitive grants are coming to an
end. It was no accident that the two
Presidential nominees of the two major
parties were major players on that re-
form package. It would be a mistake
not to acknowledge how far we have
come. The Honest Leadership and Open
Government Act was an enormous step
forward. I commend the majority lead-
er, Senator REID, as well as our former
colleague from Illinois, President
Obama, for their work in ensuring that
landmark bill passed. But it would be a
mistake not to admit that we still have
a long way to go.

Our amendment will build on the sig-
nificant achievements of the 110th Con-
gress by moving from what has largely

(Mrs.
from Wis-
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been a system designed to dissuade the
use of earmarks through disclosure to
one that actually makes it much more
difficult to enact them. The principal
provision of this amendment is the es-
tablishment of a point of order against
unauthorized earmarks on appropria-
tions bills. Obviously, to overcome the
point of order, supporters of the unau-
thorized earmark will need to obtain a
supermajority of the Senate. As a fur-
ther deterrent, the bill provides that
any earmarked funding which is suc-
cessfully stricken from the appropria-
tions bill will be unavailable for other
spending in the bill. It isn’t the sort of
a thing where you can borrow from one
piece and fix it with another. You have
to reduce the bill by that amount.

As I mentioned earlier, the amend-
ment also requires all recipients of
Federal funds to disclose any money
spent on registered lobbyists. It is only
fair that the American people know
which entities receiving Federal fund-
ing are spending money to lobby Con-
gress. There may be no connection be-
tween the lobbying and the Federal
funding, but a little transparency
would help everyone decide that for
themselves.

I truly am delighted that President
Obama is committed to keeping this
stimulus package free of earmarks. We
can ensure that his commitment is
made good on future appropriations
bills by adopting this amendment.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Arizona.

Mr. McCAIN. Madam President, I am
pleased to join with my good friend
Senator FEINGOLD in offering this fis-
cally responsible amendment, along
with Senators MCCASKILL, BURR,
LIEBERMAN, GRAHAM, COBURN, and oth-
ers. May I say that I find there are very
few pleasant aspects of losing an elec-
tion, but one of them that I most value
is going back to work with my friend
from Wisconsin, Senator FEINGOLD,
whom, for now many years, I have had
the great honor and privilege of work-
ing with as we attempt to bring about
the reforms which will help restore the
confidence and trust of the American
people in the way we do business in
Washington but also in our stewardship
of their tax dollars. I am pleased to
join with my good friend Senator FEIN-
GOLD.

Senator FEINGOLD outlined the provi-
sions of the amendment so I don’t want
to repeat them. But I also want to
point out that some people are saying:
Why should we have this on this legis-
lation, when this stimulus package
does not directly apply? We know there
is an omnibus appropriations bill com-
ing down the pike. The House of Rep-
resentatives intends to take it up soon.
There is apparently, unfortunately, an-
other TARP that may be coming, not
to mention the other appropriations
bills that will be coming. So the sooner
we address this issue, the better off we
will be. I also think one of the reasons
why support for the stimulus package
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is rapidly eroding is because you don’t
have to call it an earmark and it
doesn’t have to be technically an ear-
mark, but when you see many of the
provisions in this stimulus bill, they
have nothing to do with stimulus and
everything to do with spending. They
are fundamentally earmarks as well,
certainly in their effect.

It is not only appropriate but nec-
essary to adopt this amendment so
that the American people will know in
the future, when we make tough deci-
sions, this kind of practice of adding
absolutely unnecessary, unwarranted
spending of their tax dollars on appro-
priations bills without a proper process
of scrutiny and ability to reject them
will not occur. It will not restore their
confidence. The stimulus package be-
fore us is important, but right now the
American people see it not as a stim-
ulus but a spending package. That is
why this provision will restore some
confidence in the future way we ad-
dress their tax dollars.

Every time Senator FEINGOLD and I
have tried to kill off a specific un-
wanted and unnecessary and, many
times, outrageous appropriation, if we
had succeeded, it would have taken
down the whole bill. So one of the im-
portant aspects of this legislation is to
allow us to rifleshot and remove unnec-
essary and wasteful spending.

I don’t have to go through the list,
but it is always kind of fun to do it.
Even though we passed in January 2007,
by a vote of 96 to 2, an ethics and lob-
bying reform package that had mean-
ingful reforms, by August of 2007, we
were presented with a bill containing
very watered-down earmark provisions
and doing far too little to rein in
wasteful earmarks. Since we adopted
the much heralded reforms of January
2007, we have spent $188,000 for the Lob-
ster Institute, which includes a lobster
cam at the bottom of the ocean, which
so far we have been unable to make
work; $98,000 to develop a walking tour
of Boydton, VA, population 454; $212,000
for olive fruit fly research in Paris,
France; $1.95 million for the Charles B.
Rangel Center for Public Service;
$150,000 for the Montana Sheep Insti-
tute—almost every one of these ear-
marks location specific required—
$345,000 for tree planting in Chicago;
$196,000 for the renovation of an his-
toric post office in Las Vegas; $150,000
for the STEEED program, Soaring To-
wards Educational Enrichment via
Equine Discovery, a youth program in
Washington, DC; $100,000 for Cooters
Pond Park in Prattville, AL; $50,000 for
construction of a National Mule and
Packers Museum in Bishop, CA;
$244,000 for bee research in Weslaco,
TX.

The point is, some of these projects I
am talking about may have virtue. It
may be of the utmost national impor-
tance in this time of record deficits
that we have a lobster cam at the bot-
tom of the ocean and that we should
spend $188,000 for it. But it should be
subject to debate and discussion and
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amendment and acceptance or rejec-
tion.

What Senator FEINGOLD and I are
seeking is a process where these ear-
marks can be judged on their value,
their contribution to the overall econ-
omy, and whether they are necessary.
Under the present system, they are
still inserted without the Congress
having the ability to carefully examine
them.

It also would require recipients of
Federal dollars to disclose any
amounts that the recipient has ex-
pended on registered lobbyists. There is
a new game in town—not so new, it has
been going on for some years, but it
grows—and that is that special inter-
ests, universities, others will go to a
specific lobbying group, and they will
then seek the earmarks this interest
desires and believes is required. There
are certain, obviously, amounts of
money given to those lobbyists for
their work. We are not saying they
should not do that. We are saying that
the amounts of money given to the lob-
byists as a result of the recipients of
Federal dollars obtaining those funds
should be revealed.

Again, $446,500 for horseshoe crab re-
search at Virginia Tech in Virginia;
$500,000 for a maritime museum in Mo-
bile, AL; $360,000 for Hawaii rain
gauges; $401,850 for the Shedd Aquar-
ium in Chicago, IL.

This process has got to end. The
American people do not trust the Con-
gress to dispose of their tax dollars
without these billions of earmarks, or
at least a process where they are scru-
tinized and Members of Congress have
the ability not to just vote on an ap-
propriations bill that appears on the
Member’s desk shortly before the vote
takes place. The appropriators will tell
us these are all worthwhile projects.
They are not, and they have resulted in
corruption. There are former Members
of Congress residing in Federal prison
today because this process—this proc-
ess—has corrupted people. It has to be
fixed.

So I could go in citing examples of
unauthorized earmarks and policy rid-
ers in appropriations bills and con-
ference reports. But I think you have
the picture. By the way, an egregious
example that is being investigated
today is that for one of the appropria-
tions bills, appropriations were in-
serted after the bill was passed and
signed by the President of the United
States—a remarkable occurrence—a re-
markable occurrence. It shows how far
we have gone in our obligations to the
American people.

I would like to say a word to my own
side of the aisle. We just lost an elec-
tion, and I will take the responsibility
for that. But I can assure my col-
leagues on this side of the aisle that
one of the reasons why Republicans
lost the last election is because our
base, who are concerned about our
stewardship of their tax dollars, be-
lieves we got on a spending spree which
has mortgaged our children’s futures.



February 4, 2009

If there is a future on this side of the
aisle, then we have to clean up our act
on spending. Time after time, when
some of us said: You have to veto these
spending bills, the answer was: Well,
we have to please Members. What we
did was we alienated those American
citizens—frankly, of all parties—who
feel strongly we have lost our sense of
obligation to them as far as careful
stewardship of their tax dollars is con-
cerned.

I wish to mention one other thing. I
had a very good conversation with the
President of the United States. We all
want to work together to pass this
stimulus, a stimulus package that will
get our economy going again. I look
forward, as do other Members on this
side of the aisle, as well as the other
side, to sit down, and let’s have some
serious negotiations so we can elimi-
nate wasteful and unnecessary spend-
ing that is part of the stimulus pack-
age that is before the Senate today.

We should make sure we adopt an
amendment that as soon as the GDP
improves for two quarters by 2 percent,
we will then enact spending cuts to put
us on the road to a balanced budget.
We need to do that. We used to talk
about millions of dollars and then we
started talking about billions of dollars
and now we are talking about trillions
of dollars of deficits that will be run up
that we will lay on future generations
of Americans.

With this stimulus package, there
must be a commitment to stop this
spending and to reduce spending once
our economy recovers, so we can have
some sense of ability to put this Nation
on a path to a balanced budget to
eliminate the debt and deficit we are
laying on future generations of Ameri-
cans.

Americans are beginning to turn
against the stimulus package as it is
presently designed. They are doing
that because they do not believe it is a
stimulus package. They believe, cor-
rectly, it is a spending package. I urge
my colleagues to help restore con-
fidence in whatever the outcome is,
that we adopt this amendment, so in
the future the American people can be
sure we will have done our very best to
eliminate unnecessary, wasteful, and
corrupting spending that has charac-
terized the expenditures we have made
in the past on appropriations bills that
contained those unwanted, unnecessary
spending practices.

I thank the Senator from Wisconsin,
again, and my friend, Senator
LIEBERMAN, and Members on both sides
of the aisle who will support this
amendment.

Madam President, I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Connecticut.

Mr. LIEBERMAN. Madam President,
I thank the Chair.

I rise to speak in favor of the Fein-
gold-McCain amendment. I heard my
friend from Wisconsin refer to this as
an amendment with tripartisan sup-
port. Hearing that, I rushed to the floor
to validate his description of it.
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I am proud to be a cosponsor of this
legislation. It is quite appropriate that
this amendment is being offered on this
Economic Recovery and Reinvestment
Act. I support this act strongly. It is
critically important. It is gravely im-
portant we adopt this legislation, and
adopt it soon, to kick start our econ-
omy, to start creating and protecting
jobs again.

But there is an awful lot of money in
this measure that has to be spent
quickly. There are oversight actions
and institutions that have been made
part of the Economic Recovery and Re-
investment Act. But it gives us an op-
portunity to deal directly with what
has become known as the earmark
problem or the earmark crisis or the
earmark scandal to some.

I support this amendment and have
cosponsored it because it does not end
what has begun to be described as ear-
marks. It reforms the process. It cre-
ates a legislative vehicle for any 1 of
100 of us to stand and say: Hey, wait a
second. What is this appropriation
without authorization that has been
put into this bill and to essentially de-
mand, by raising a point of order, that
60 of the 100 of us agree that it is worth
spending taxpayers’ money on this par-
ticular appropriation.

This is necessary because we have
taken a legitimate constitutionally
created function of Congress—the
power to appropriate—and we have
misused it in too many cases that it
now requires us to create a process to
basically say, at times when it is justi-
fied: Stop. Stop this particular appro-
priation, this particular earmark.

When I talk about a constitutionally
ordained process, I am talking about
the fact that the Constitution gives
Congress, uniquely, the power to appro-
priate public funds. It is simply a mat-
ter of record, which my colleagues
from Wisconsin and Arizona have made
more than clear this morning again,
that the power we have been given to
appropriate has, in some cases, been
misused in what now are called ear-
marks. So we need to create this
checkpoint to say: No, let’s demand 60
votes for this one.

The amendment would also require
all recipients of Federal dollars to dis-
close any amounts the recipient has ex-
pended on registered lobbyists. This is
a way also to create some trans-
parency—the sunlight that Justice
Brandeis, I believe it was, said was the
best disinfectant for bad behavior in
Government.

So I am proud to be a cosponsor. I
hope we take this moment, as we ap-
propriate necessary funding—hundreds
of billions of dollars—to say that on all
other appropriations bills coming
along, every Member of this Senate
will have the opportunity to ask some-
thing very reasonable and sensible: If
they doubt the necessity, the validity
of a particular appropriations earmark,
that 60 of us have to say: No, we think
it is OK.
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AMENDMENT NO. 106

Madam President, I am not sure, at
this point, what the regular order is. I
also have come to the floor to speak
about an amendment the Senator from
Georgia, Mr. ISAKSON, and I have of-
fered. If it is appropriate, now I would
speak for a few minutes on it. If not, I
will wait until that amendment comes
up.
The PRESIDING OFFICER. The Sen-
ator has that right.

Mr. LIEBERMAN. I thank the Chair,
and I promise my colleagues I will be
brief.

Senator ISAKSON and I have offered
an amendment which will create a
$15,000 tax credit for any purchaser of a
home within a year after the date of
enactment. There is no recapture
clause for that. We do so to offer one of
what we hope will be a series of meas-
ures to revive the housing market and
housing values as a critical part of re-
viving our economy and creating jobs.

Very briefly, it was the subprime
mortgage scandal, the bubble in hous-
ing prices, the collapse of housing
prices, that has been at the heart of
the follow-on collapse in our financial
institutions and the collapse in con-
fidence, particularly, the confidence of
the American consumer, whose de-
mand, whose consumption, drives 70
percent of the American economy.

So bottom line: I saw a statistic from
a reputable economist about a week
ago, 2 weeks ago now, that estimated
in the last year there had been a loss of
$4 trillion in the value of real estate in
our country—$4 trillion. We are talking
about $4 trillion of value in houses,
which for most Americans—middle-in-
come, lower middle, and lower in-
come—who could afford to own a
house, was the major asset they had,
the major asset of value, the major
source within them for which they had
economic confidence because it was
worth something beyond what the
mortgage was. That is part of what
gave them the confidence then to go
out and consume, to drive our economy
forward.

The collapse of housing values, the
dramatic drop in activity—housing
purchases and sales—is at the heart of
the collapse in confidence and the spi-
raling downward of our economy today,
and we simply will not get our econ-
omy going again unless we get that
moving.

This credit Senator ISAKSON and I are
proposing—we are not saying is going
to solve all the problems. There has to
be action in other ways. There has to
be action through the Treasury Depart-
ment in the second tranche of the so-
called TARP money to help people stay
in their homes, particularly those who
are in homes that are now worth less
than the mortgage they have. There
has to be action to try to lower inter-
est rates and so on.

But we think this action will really
kick start the housing market by giv-
ing a $15,000 tax credit, refundable, to
anybody who buys a house within a
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year of the date of enactment. That
will drive sales. As you watch the in-
terest rates coming down—and interest
rates are at a low of many years, when
you can get a mortgage—and then with
the action through the Treasury De-
partment to increase liquidity, and you
add on a $15,000 tax credit, I think peo-
ple are going to go out and buy homes.
That is going to begin to raise the
value of homes. If a home sells on the
street, everybody else’s house goes up
in value. Then people’s sense of their
own wealth, their own economic well-
being, is going to increase, and I think
it will give them the confidence to go
out and begin to consume.

In 2008, I can tell you, Connecticut’s
housing market experienced its sharp-
est decline in home sales and median
home prices in 20 years. Single family
home sales fell nearly 24 percent. This
proposal Senator ISAKSON and I are
making obviously costs some money.
But compared to other proposals that
have been made, this one will pay a re-
turn on the dollar.

Although we are waiting for a final
estimate, I would anticipate the
amendment could cost as much as $20
billion. However, we have had eco-
nomic estimates from credible econo-
mists who have looked at the amend-
ment Senator ISAKSON and I are offer-
ing and said they believe it could lead
to as many as 1.1 million home pur-
chases within this year, that it would
generate 539,000 new jobs, mostly in
construction, and $14 billion in Federal
tax revenues. So that is a tremendous
return on what this will cost the Treas-
ury. Senator ISAKSON will show it in
his comments, because we have talked
about this—this has been tried once be-
fore in a terrible housing crisis in the
1970s and worked very well.

I am proud to stand with my friend

from Georgia. This is a bipartisan
amendment; perhaps I should say
tripartisan. It deserves to have

tripartisan and, I would hope, unani-
mous support as something that has
been proven in the past and will work
again today to get people’s home val-
ues rising, because there will be the de-
mand to buy houses in America once
again.

I thank the Chair, I thank my col-
leagues, and I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Georgia is recognized.

Mr. CARDIN. Madam President, will
the Senator yield for a moment?

Mr. ISAKSON. I will.

Mr. CARDIN. Madam President, I ask
unanimous consent to be recognized
after the Senator from Georgia has
completed his comments.

The PRESIDING OFFICER. Is there
objection?

Mr. ISAKSON. Reserving the right to
object, would it be good to lock in the
speakers who are here at the same
time?

Mr. GRASSLEY. Madam President, I
don’t want to do that because I am the
manager for this bill and I have been
waiting to speak. I want the floor after
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the Senator from Maryland completes
his remarks, and I think I am entitled
to it.

Mr. ISAKSON. I would never cross
the Senator from Iowa.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Georgia is recog-
nized.

Mr. ISAKSON. Madam President,
first, I want to thank Senator
LIEBERMAN for his very responsive re-
marks and for his cosponsorship for
this legislation that creates a floor for
housing once again and for us to end
what has become a terrible economic
crisis.

AMENDMENT NO. 106, AS MODIFIED

I called this amendment up last night
and now I wish to ask unanimous con-
sent to send a modification of the
amendment to the desk for replace-
ment of the existing amendment.

The PRESIDING OFFICER. Are there
objections to the modification?

Without objection, the amendment is
modified.

The amendment (No. 106), as modi-
fied, is as follows:

On page 449, beginning on line 16, strike
through page 450, line 22, and insert the fol-
lowing:

SEC. 1006. CREDIT FOR CERTAIN HOME PUR-
CHASES.

(a) ALLOWANCE OF CREDIT.—Subpart A of
part IV of subchapter A of chapter 1 is
amended by inserting after section 25D the
following new section:

“SEC. 25E. CREDIT FOR CERTAIN
CHASES.

‘“(a) ALLOWANCE OF CREDIT.—

‘(1) IN GENERAL.—In the case of an indi-
vidual who is a purchaser of a principal resi-
dence during the taxable year, there shall be
allowed as a credit against the tax imposed
by this chapter an amount equal to 10 per-
cent of the purchase price of the residence.

‘“(2) DOLLAR LIMITATION.—The amount of
the credit allowed under paragraph (1) shall
not exceed $15,000.

“(3) ALLOCATION OF CREDIT AMOUNT.—At
the election of the taxpayer, the amount of
the credit allowed under paragraph (1) (after
application of paragraph (2)) may be equally
divided among the 2 taxable years beginning
with the taxable year in which the purchase
of the principal residence is made.

““(b) LIMITATIONS.—

‘(1) DATE OF PURCHASE.—The credit al-
lowed under subsection (a) shall be allowed
only with respect to purchases made—

““(A) after the date of the enactment of the
American Recovery and Reinvestment Tax
Act of 2009, and

‘““(B) on or before the date that is 1 year
after such date of enactment.

¢‘(2) LIMITATION BASED ON AMOUNT OF TAX.—
In the case of a taxable year to which section
26(a)(2) does not apply, the credit allowed
under subsection (a) for any taxable year
shall not exceed the excess of—

‘“(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘“(B) the sum of the credits allowable under
this subpart (other than this section) for the
taxable year.

¢“(3) ONE-TIME ONLY.—

‘“(A) IN GENERAL.—If a credit is allowed
under this section in the case of any indi-
vidual (and such individual’s spouse, if mar-
ried) with respect to the purchase of any
principal residence, no credit shall be al-
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lowed under this section in any taxable year
with respect to the purchase of any other
principal residence by such individual or a
spouse of such individual.

‘(B) JOINT PURCHASE.—In the case of a pur-
chase of a principal residence by 2 or more
unmarried individuals or by 2 married indi-
viduals filing separately, no credit shall be
allowed under this section if a credit under
this section has been allowed to any of such
individuals in any taxable year with respect
to the purchase of any other principal resi-
dence.

‘‘(c) PRINCIPAL RESIDENCE.—For purposes
of this section, the term ‘principal residence’
has the same meaning as when used in sec-
tion 121.

‘‘(d) DENIAL OF DOUBLE BENEFIT.—No credit
shall be allowed under this section for any
purchase for which a credit is allowed under
section 36 or section 1400C.

‘‘(e) SPECIAL RULES.—

(1) JOINT PURCHASE.—

““(A) MARRIED INDIVIDUALS FILING SEPA-
RATELY.—In the case of 2 married individuals
filing separately, subsection (a) shall be ap-
plied to each such individual by substituting
‘87,500’ for ‘$15,000’ in subsection (a)(1).

“(B) UNMARRIED INDIVIDUALS.—If 2 or more
individuals who are not married purchase a
principal residence, the amount of the credit
allowed under subsection (a) shall be allo-
cated among such individuals in such man-
ner as the Secretary may prescribe, except
that the total amount of the credits allowed
to all such individuals shall not exceed
$15,000.

‘“(2) PURCHASE.—In defining the purchase
of a principal residence, rules similar to the
rules of paragraphs (2) and (3) of section
1400C(e) (as in effect on the date of the enact-
ment of this section) shall apply.

¢“(3) REPORTING REQUIREMENT.—Rules simi-
lar to the rules of section 1400C(f) (as so in
effect) shall apply.

“(f) RECAPTURE OF CREDIT IN THE CASE OF
CERTAIN DISPOSITIONS.—

‘(1) IN GENERAL.—In the event that a tax-
payer—

““(A) disposes of the principal residence
with respect to which a credit was allowed
under subsection (a), or

‘“(B) fails to occupy such residence as the
taxpayer’s principal residence,
at any time within 24 months after the date
on which the taxpayer purchased such resi-
dence, then the tax imposed by this chapter
for the taxable year during which such dis-
position occurred or in which the taxpayer
failed to occupy the residence as a principal
residence shall be increased by the amount
of such credit.

‘‘(2) EXCEPTIONS.—

‘“(A) DEATH OF TAXPAYER.—Paragraph (1)
shall not apply to any taxable year ending
after the date of the taxpayer’s death.

“(B) INVOLUNTARY CONVERSION.—Paragraph
(1) shall not apply in the case of a residence
which is compulsorily or involuntarily con-
verted (within the meaning of section
1033(a)) if the taxpayer acquires a new prin-
cipal residence within the 2-year period be-
ginning on the date of the disposition or ces-
sation referred to in such paragraph. Para-
graph (1) shall apply to such new principal
residence during the remainder of the 24-
month period described in such paragraph as
if such new principal residence were the con-
verted residence.

¢(C) TRANSFERS BETWEEN SPOUSES OR INCI-
DENT TO DIVORCE.—In the case of a transfer of
a residence to which section 1041(a) applies—

‘(i) paragraph (1) shall not apply to such
transfer, and

‘(i) in the case of taxable years ending
after such transfer, paragraph (1) shall apply
to the transferee in the same manner as if
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such transferee were the transferor (and
shall not apply to the transferor).

‘(D) RELOCATION OF MEMBERS OF THE
ARMED FORCES.—Paragraph (1) shall not
apply in the case of a member of the Armed
Forces of the United States on active duty
who moves pursuant to a military order and
incident to a permanent change of station.

‘“(3) JOINT RETURNS.—In the case of a credit
allowed under subsection (a) with respect to
a joint return, half of such credit shall be
treated as having been allowed to each indi-
vidual filing such return for purposes of this
subsection.

‘(4) RETURN REQUIREMENT.—If the tax im-
posed by this chapter for the taxable year is
increased under this subsection, the tax-
payer shall, notwithstanding section 6012, be
required to file a return with respect to the
taxes imposed under this subtitle.

‘(g) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section with respect to the purchase of any
residence, the basis of such residence shall be
reduced by the amount of the credit so al-
lowed.

“(h) ELECTION TO TREAT PURCHASE IN PRIOR
YEAR.—In the case of a purchase of a prin-
cipal residence during the period described in
subsection (b)(1), a taxpayer may elect to
treat such purchase as made on December 31,
2008, for purposes of this section.”.

(b) CLERICAL AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 25D the
following new item:

‘“‘Sec. 26E. Credit for certain home pur-
chases.”.

(c) SUNSET OF CURRENT FIRST-TIME HOME-
BUYER CREDIT.—

(1) IN GENERAL.—Subsection (h) of section
36 is amended by striking “July 1, 2009 and
inserting ‘‘the date of the enactment of the
American Recovery and Reinvestment Tax
Act of 2009”".

(2) ELECTION TO TREAT PURCHASE IN PRIOR
YEAR.—Subsection (g) of section 36 is amend-
ed by striking ‘“‘July 1, 2009 and inserting
‘“‘the date of the enactment of the American
Recovery and Reinvestment Tax Act of
2009,

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to pur-
chases after the date of the enactment of
this Act.

Mr. ISAKSON. Madam President, the
amendment is merely a technical
amendment on dates and no other sub-
stantial change.

It is rare that we have a roadmap to
success in times of difficulty, but this
country has once before realized a
housing crisis every bit as bad as the
one we have today and economic trou-
bles and unemployment every bit as
dangerous, and that was in 1974. In 1975,
the Democratic Congress and a Repub-
lican President, Gerald Ford, came to-
gether for the American people and
passed a $2,000 tax credit for the pur-
chase of any standing, vacant, new
house and in one year’s time a 3-year
inventory had been dissipated to 10
months, housing was restored, values
returned, and the economy again began
to prosper.

Thirteen months ago, in January of
last year, I introduced this same
amendment. It was scored at that time
by Joint Tax at a cost of $11.4 billion.
The Finance Committee in its wisdom
elected not to include this in the pro-
posal because they said it was too ex-
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pensive. Since they said that was too
expensive, we have spent $4 trillion be-
tween the Federal Reserve and the
Congress and the U.S. Treasury, and
the problem is worse. So I would sub-
mit this is a very small price to pay for
a solution that at least we have an his-
torical precedent that it works.

The score on this legislation is $18.9
billion. The legislation provides a
$15,000 tax credit, or 10 percent of the
purchase price, against either 2008 in-
come where one can monetize it at the
closing date this year, or half in 2009
and half in 2010, for anyone who buys as
their principal residence any single-
family dwelling or single-family condo-
minium or attached townhouse avail-
able in the United States of America.
We have a pervasive housing problem,
and the worst hurt right now are the
people who are paying their mortgages,
the people who are in decent shape, the
people who are having to sell because
of a transfer; they have no market and
they don’t because everybody is going
for short sales or they are going for
foreclosures or they are going bottom
fishing. They are bottom fishing with
your equity and mine. They are bottom
fishing to find the best deal they can
get at the bottom of the trough. It is
going to keep spiraling down until this
Congress and this country address the
root of the problem which is the death
of the housing market, puts a floor
under it, stabilizes it, and gives it a
motivation to improve.

Senator LIEBERMAN’s quote is abso-
lutely correct. Right now, we are at a
housing sale rate of a half a million
houses a year. This country averaged
1.2 million in the last 10 years. This bill
will take us back to 1.2 million, as his
statistics prove. We have tremendous
unemployment. This legislation will
bring about estimates of 500,000 to
600,000 jobs back to America, not in 2
years, not in 10 years, but now. So I re-
spectfully submit we have a chance to
join together, learn from history, re-
peat history that worked, and adopt
this amendment.

I thank Senator LIEBERMAN for his
support. I thank Senator CHAMBLISS for
coming on as a cosponsor and Senator
CORKER and, as I understand from the
calls I have had in the last day, many
more from both sides of the aisle. It is
time to fix America’s problem, not
throw money at the symptoms. It is
time to fix housing first in the United
States of America.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Maryland is recognized.

Mr. CARDIN. Madam President, let
me comment on the underlying bill and
then I will ask unanimous consent to
set aside an amendment so I can offer
an amendment.

First, let me comment on the under-
lying bill. We need to give President
Obama the tools necessary for our eco-
nomic recovery. President Obama said
2 weeks ago in his inaugural address
the challenges we face are real, they
are serious, and they are many. They
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will not be met easily or in a short
span of time, but they will be met.

I think our responsibility is to make
sure he has the tools necessary in order
to be able to deal with our economic
crisis. The current status of our econ-
omy is worse than any of us have seen
in our lifetime. The gross national
product fell 4 percent in the final quar-
ter of 2008; our unemployment rates are
at 7.2 percent.

Regarding home ownership and fore-
closure, I know my Republican col-
leagues have had some discussion
about trying to do more in that regard.
This bill will save homeowners their
homes. In my State of Maryland, we
had 41,500 foreclosures in 2008, an in-
crease of 71 percent. I need to point out
that last year, it was the Senate Re-
publicans who required seven cloture
votes on the Foreclosure Prevention
Act before we could take it up. At that
time, 8,500 families were in some stage
of foreclosure every day. The five
months of stalling caused 1.2 million
families to receive some form of fore-
closure filings. The Republicans
blocked amendments to provide addi-
tional funding for housing counseling
and to let bankruptcy judges modify
terms of subprime mortgages which
could have kept 600,000 families in their
homes.

So let me make it clear. We all want
to preserve home ownership. We all
want to prevent foreclosure. The un-
derlying bill will help us get to that
moment which we should have done
earlier, and I regret that the filibusters
prevented us from doing that.

Now, it is not only home ownership.
People are losing their jobs. Retailers,
automobile dealers, and restaurants
are feeling the pinch. Small business
owners are closing their doors. We need
jobs and we need consumer confidence.
The underlying legislation will allow
for job growth. That is the No. 1 objec-
tive: Create more jobs in America be-
cause we are losing them today. Presi-
dent Obama made it clear the criteria
for this bill must be that the invest-
ments we make must be targeted to
new job growth. He does that through
targeted tax credits and tax cuts,
through aid to our local governments
to avoid the layoffs that each one of
our States will confront with State
workers. In my State of Maryland,
Governor O’Malley is having a very dif-
ficult time with the State budget. He
knows we need help in order to pre-
serve State employment and to pre-
serve the type of services that the
State must provide for essential serv-
ices during a recession.

This legislation provides direct in-
vestment for projects that are ready to
go, that will create jobs, and that are
the right investments for America’s fu-
ture. I don’t disagree with my col-
leagues as we look at each individual
request that is made here. There are no
earmarks in this legislation, but we



S1484

want to make sure there are right in-
vestments for America’s future, wheth-
er it is improving education, edu-
cational facilities, energy so we can be-
come energy independent, broadband so
that we can compete in the future,
health care technology so we can be-
come more efficient in the way we de-
liver health care, our transportation
system—I particularly mention public
transportation which is critically im-
portant for our communities—or
whether it is preserving home owner-
ship. Also, the underlying bill must be
temporary. We need to get back to bal-
ancing the budget; we understand that.

So what does this bill mean for the
people of Maryland? Well, our State
will receive directly $3.1 billion. We
will receive $420 million for highways,
$240 million for transit projects, $27
million for drinking water improve-
ments, $96 million to improve waste-
water facility plants, which is in des-
perate need in Maryland. The State en-
ergy program will get $8.5 million;
weatherization assistance so that
homeowners can have their homes
much more efficient as it relates to the
use of energy, $56.5 million. Many of
the infrastructures that are being im-
proved by this bill are 30, 40, 50 years
old. A lot of our wastewater treatment
facilities are in need of modernization.
They are ready to go. The money has
not been there for it. These are capital
improvements so we can compete and
have a better society. Once it is done,
we can get back to being more com-
petitive and get back to the budget dis-
cipline that is so necessary in this Con-
gress.

Let me talk for a moment about the
real estate market. The real estate
market triggered this recession. We
know that. I was listening to my col-
leagues talk about that on the floor
and I agree with them. It is difficult for
people to get into the mood to buy a
home. They don’t know whether we
have hit bottom. So I particularly ap-
preciate the Finance Committee for
bringing out in this legislation the
first-time homeowners tax credits, leg-
islation that I introduced last Con-
gress. It was included in the bill we
passed in the last Congress, but it was
a noninterest-bearing loan of $7,500.
The Finance Committee has now
changed that to a credit, which I think
will be much more effective. First-time
home buyers now know that if they get
into the home buying market, the Fed-
eral Government is going to help them
with a credit. That is what it should
be, and I know there will be some addi-
tional efforts made to strengthen that
amendment.

In regards to small business, I said
earlier small businesses are the heart
of America. It is where our economic
strength is. The American dream is not
only owning a home; the American
dream is also owning a small business,
being your own boss. Unfortunately,
too many small businesses today have
on their front door ‘‘going out of busi-
ness.”” We have to do more to protect
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small businesses. At the end of the day,
when we pull out of this recession, we
need to have small businesses in place
because they are the economic engine
of America. Madam President, 99.7 per-
cent of the businesses in Maryland are
small businesses and 80 percent of all
new job growth is created by small
businesses.

We had in the Small Business Com-
mittee a roundtable where we talked to
small businesses in our State, in our
country. It is interesting that a year
ago, one out of every seven small busi-
ness owners used their personal credit
cards in order to get credit for their
business. We understand that. Today
that is 50 percent. It is the only place
they can get credit. It is the most ex-
pensive and it can be pulled at any
time. We have to help small business
owners with their credit problems. We
have to make sure the government pro-
curement actually gets down to the
small business owner. In this under-
lying legislation, the SBA loans, the
504 program, the 7(a) loans, there are
major provisions to make it less expen-
sive for small businesses. That is good.
I support that. There is a microbor-
rowing provision in this legislation for
small businesses. That is important.
That is going to help. But we need to
do more. We need to do more to help
small businesses, minority businesses,
women-owned businesses, veterans’
businesses.

AMENDMENT NO. 237 TO AMENDMENT NO. 98

For that reason, I ask unanimous
consent to set aside the pending
amendment so that I may offer amend-
ment No. 237.

The PRESIDING OFFICER. Is there
objection to setting aside the pending
amendment?

Without objection, it is so ordered.

The clerk will report.

The bill clerk read as follows:

The Senator from Maryland [Mr. CARDIN],
for himself and Ms. LANDRIEU and Ms.
SNOWE, proposes an amendment numbered
237 to amendment No. 98.

Mr. CARDIN. Madam President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To amend certain provisions of the

Small Business Investment Act of 1958, re-

lated to the surety bond guarantee pro-

gram)

On page 105, between lines 3 and 4, insert
the following:

SEC. 505. SURETY BONDS.

(a) MAXIMUM BOND AMOUNT.—Section
411(a)(1) of the Small Business Investment
Act of 1958 (15 U.S.C. 694b(a)(1)) is amended—

(1) by inserting ‘‘(A)”’ after ‘“(1)’;

(2) by striking ‘‘$2,000,000"" and inserting
‘$5,000,000’; and

(3) by adding at the end the following:

‘““(B) The Administrator may guarantee a
surety under subparagraph (A) for a total
work order or contract amount that does not
exceed $10,000,000, if a contracting officer of a
Federal agency certifies that such a guar-
antee is necessary.”’.

(b) SIZE STANDARDS.—Section 410 of the
Small Business Investment Act of 1958 (15
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U.S.C. 694a) is amended by adding at the end
the following:

‘(9) Notwithstanding any other provision
of law or any rule, regulation, or order of the
Administration, for purposes of sections 410,
411, and 412 the term ‘small business concern’
means a business concern that meets the size
standard for the primary industry in which
such business concern, and the affiliates of
such business concern, is engaged, as deter-
mined by the Administrator in accordance
with the North American Industry Classi-
fication System.”.

(c) SUNSET.—The amendments made by
this section shall remain in effect until Sep-
tember 30, 2010.

Mr. CARDIN. Madam President, let
me very briefly explain this amend-
ment.

This amendment improves the SBA
program for surety bonds for small
businesses. In the underlying bill the
committee has brought out an addi-
tional $15 million that will allow SBA
to help with the surety program.

The challenge today is that for small
business to get a government contract
of over $100,000, they have to put up a
surety bond. It is very difficult for
them to get that surety bond. The SBA
has a program to help them obtain a
surety bond. The challenge is that the
current limit is $2 million. For any
contract over $2 million the program
cannot be used. Well, with the under-
lying bill and the types of procurement
we are anticipating, there are going to
be larger contracts. What this amend-
ment does is increase the $2 million to
$5 million.

Secondly, in order to qualify for a
small business, your annual revenue
must be below the Federal guidelines
or State guidelines if it is a State con-
tract.

What the underlying amendment
does is use the Federal guidelines,
which is $31 million, for construction
contractor businesses and $13 million
for specific trades as the standard for
being eligible for the Federal SBA pro-
gram on your surety bond. I am very
pleased that this amendment has the
support of the leadership of the Small
Business Committee, Senators
LANDRIEU and SNOWE. It is bipartisan.
The CBO scored this at no cost, so it
will not cost money. I urge my col-
leagues to support it.

Lastly, Senator SNOWE will be offer-
ing an amendment to make sure Fed-
eral procurement laws and regulations
apply to all the contracts awarded
under this legislation and that SBA
regularly reports on these contracts to
Congress. I am a cosponsor of that
amendment; I strongly support that
amendment. I hope we will also con-
sider that amendment.

In conclusion, I am optimistic about
our future, but we have a lot of work to
do. We need to pass this legislation
quickly and give President Obama the
tools he needs so we can see that our
economy is rebuilt and grown to its
full capacity. I am confident we will
reach that day by acting on this legis-
lation, and it will be sooner rather
than later.

I thank my colleague and yield the
floor.
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Ms. SNOWE. Mr. President, I rise
today to speak in support of this
amendment I have cosponsored with
Senators CARDIN and LANDRIEU. This
amendment would reinvigorate the
Small Business Administration’s, SBA,
Surety Bond Guarantee Program, to
ensure that small businesses are able
to secure the surety bonds they need to
compete for contracts, grow, and hire
more employees. In our current eco-
nomic recession, small businesses are
finding it even more difficult to secure
the credit lines necessary to get bonds
in the private sector.

As a result, the SBA surety bond pro-
gram is more important than ever.
Surety bonds are critical to small com-
panies’ survival and competitiveness.
Our bipartisan amendment would in-
crease, on a temporary basis, the limits
on the SBA Surety Bond Guarantee
Program from $2 million to $5 million
for contracts awarded under the SBA
program. This amendment would also
raise the current small business size
standards for state and local contracts
in order to update and modernize the
surety bond guarantee eligibility.

I encourage my colleagues to support
this crucial small business surety
amendment. This amendment was writ-
ten after consulting with small busi-
ness owners across the country, the
SBA, and surety bonding companies on
how best to revitalize this critical pro-
gram. Without these changes, fewer
small businesses will have the oppor-
tunity to participate on the plethora of
construction and infrastructure
projects that are likely to occur across
the nation because of this stimulus
package. Without these bonds many
small businesses will be unable to com-
pete for contracts and government
work. For new companies, obtaining a
surety bond will become a barrier to
entry and competition they are unable
to overcome.

I urge my colleagues to support this
amendment.

The PRESIDING OFFICER. The Sen-
ator from Iowa is recognized.
AMENDMENTS NOS. 168, 197, AND 238, EN BLOC, TO

AMENDMENT NO. 98

Mr. GRASSLEY. Madam President,
on behalf of our leadership, I ask unan-
imous consent to temporarily set aside
the pending amendment, and I call up
three amendments and ask that they
be reported by number. They are
DeMint, No. 168; Thune, No. 197; and
Thune, No. 238.

I further ask that Senator THUNE be
the next speaker on the Republican
side and that Senator JOHANNS follow
him, with a Democrat in between.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

The clerk will report.

The bill clerk read as follows:

The Senator from Iowa [Mr. GRASSLEY], for
Mr. DEMINT, proposes an amendment num-
bered 168.

The Senator from Iowa [Mr. GRASSLEY], for
Mr. THUNE, proposes amendments numbered
197 and 238.
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The amendments are as follows:
AMENDMENT NO. 168
(Purpose: In the nature of a substitute)

In lieu of the matter proposed to be in-
serted, insert the following:

SECTION 1. REDUCTION IN CORPORATE MAR-
GINAL INCOME TAX RATES.

(a) GENERAL RULE.—Paragraph (1) of sec-
tion 11(b) of the Internal Revenue Code of
1986 is amended—

(1) by inserting ‘“‘and’ at the end of sub-
paragraph (A),

(2) by striking ‘“but does not exceed
$75,000,”” in subparagraph (B) and inserting a
period,

(3) by striking subparagraphs (C) and (D),
and

(4) by striking the last 2 sentences.

(b) PERSONAL SERVICE CORPORATIONS.—
Paragraph (2) of section 11(b) of such Code is
amended by striking ‘35 percent’ and insert-
ing ‘25 percent”’.

(c) CONFORMING AMENDMENTS.—Paragraphs
(1) and (2) of section 1445(e) of such Code are
each amended by striking ¢35 percent’” and
inserting ‘25 percent’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2008.

SEC. 2. REDUCTION IN INDIVIDUAL MARGINAL
INCOME TAX RATES.

(a) IN GENERAL.—Paragraph (2) of section
1(1) of the Internal Revenue Code of 1986 is
amended to read as follows:

¢“(2) REDUCTION IN RATES AFTER 2008.—In the
case of taxable years beginning after 2008,
the tables under subsections (a), (b), (¢), (d),
and (e) shall be applied—

“(A) by substituting ‘25%° for ‘28%’ each
place it appears, and

‘“(B) without regard to—

‘“(i) the rates on taxable income in excess
of the amount with respect to which the 25
percent rate (determined after the applica-
tion of subparagraph (A)) applies, and

‘“(ii) any limitation on the amount of tax-
able income to which the 25 percent rate (de-
termined after the application of subpara-
graph (A)) applies.”.

(b) REPEAL OF EGTRRA SUNSET.—Title IX
of the Economic Growth and Tax Relief Rec-
onciliation Act of 2001 (relating to sunset of
provisions of such Act) shall not apply to
section 101 of such Act (relating to reduction
in income tax rates for individuals).

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2008.

SEC. 3. REPEAL OF ALTERNATIVE MINIMUM TAX.

(a) IN GENERAL.—Section 55(a) of the Inter-

nal Revenue Code of 1986 (relating to alter-
native minimum tax imposed) is amended by
adding at the end the following new flush
sentence:
‘““No tax shall be imposed by this section for
any taxable year beginning after December
31, 2008, and the tentative minimum tax for
any such taxable year of any taxpayer which
is a corporation shall be zero for purposes of
this title.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2008.

SEC. 4. PERMANENT REDUCTIONS IN INDIVIDUAL
CAPITAL GAINS AND DIVIDENDS TAX
RATES.

Section 303 of the Jobs and Growth Tax Re-
lief Reconciliation Act of 2003 (relating to
sunset of title) is repealed.

SEC. 5. ESTATE TAX RELIEF AND REFORM AFTER
2009.

(a) RESTORATION OF UNIFIED CREDIT
AGAINST GIFT TAX.—Paragraph (1) of section
2505(a) of the Internal Revenue Code of 1986
(relating to general rule for unified credit
against gift tax), after the application of
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subsection (f), is amended by striking ‘‘(de-
termined as if the applicable exclusion
amount were $1,000,000)’.

(b) EXCLUSION EQUIVALENT OF UNIFIED
CREDIT EQUAL TO $5,000,000.—Subsection (c)
of section 2010 of the Internal Revenue Code
of 1986 (relating to unified credit against es-
tate tax) is amended to read as follows:

‘‘(c) APPLICABLE CREDIT AMOUNT.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, the applicable credit amount is the
amount of the tentative tax which would be
determined under section 2001(c) if the
amount with respect to which such tentative
tax is to be computed were equal to the ap-
plicable exclusion amount.

*“(2) APPLICABLE EXCLUSION AMOUNT.—

‘“(A) IN GENERAL.—For purposes of this sub-
section, the applicable exclusion amount is
$5,000,000.

‘“(B) INFLATION ADJUSTMENT.—In the case
of any decedent dying in a calendar year
after 2009, the $5,000,000 amount in subpara-
graph (A) shall be increased by an amount
equal to—

‘(i) such dollar amount, multiplied by

‘(i) the cost-of-living adjustment deter-

mined under section 1(f)(3) for such calendar
year by substituting ‘calendar year 2008’ for
‘calendar year 1992’ in subparagraph (B)
thereof.
If any amount as adjusted under the pre-
ceding sentence is not a multiple of $10,000,
such amount shall be rounded to the nearest
multiple of $10,000.”.

(c) FLAT ESTATE AND GIFT TAX RATES.—

(1) IN GENERAL.—Subsection (c) of section
2001 of the Internal Revenue Code of 1986 (re-
lating to imposition and rate of tax) is
amended to read as follows:

‘‘(¢c) TENTATIVE TAX.—The tentative tax is
15 percent of the amount with respect to
which the tentative tax is to be computed.”’.

(2) CONFORMING AMENDMENTS.—

(A) Paragraphs (1) and (2) of section 2102(b)
of such Code are amended to read as follows:

‘(1) IN GENERAL.—A credit in an amount
that would be determined under section 2010
as the applicable credit amount if the appli-
cable exclusion amount were $60,000 shall be
allowed against the tax imposed by section
2101.

‘(2) RESIDENTS OF POSSESSIONS OF THE
UNITED STATES.—In the case of a decedent
who is considered to be a ‘nonresident not a
citizen of the United States’ under section
2209, the credit allowed under this subsection
shall not be less than the proportion of the
amount that would be determined under sec-
tion 2010 as the applicable credit amount if
the applicable exclusion amount were
$175,000 which the value of that part of the
decedent’s gross estate which at the time of
the decedent’s death is situated in the
United States bears to the value of the dece-
dent’s entire gross estate, wherever situ-
ated.”.

(B) Section 2502(a) of such Code (relating to

computation of tax), after the application of
subsection (f), is amended by adding at the
end the following flush sentence:
“In computing the tentative tax under sec-
tion 2001(c) for purposes of this subsection,
‘the last day of the calendar year in which
the gift was made’ shall be substituted for
‘the date of the decedent’s death’ each place
it appears in such section.”.

(d) MODIFICATIONS OF KESTATE AND GIFT
TAXES TO REFLECT DIFFERENCES IN UNIFIED
CREDIT RESULTING FROM DIFFERENT TAX
RATES.—

(1) ESTATE TAX.—

(A) IN GENERAL.—Section 2001(b)(2) of the
Internal Revenue Code of 1986 (relating to
computation of tax) is amended by striking
“if the provisions of subsection (c¢) (as in ef-
fect at the decedent’s death)” and inserting
“if the modifications described in subsection
@
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(B) MODIFICATIONS.—Section 2001 of such
Code is amended by adding at the end the
following new subsection:

‘“(g) MODIFICATIONS TO GIFT TAX PAYABLE
TO REFLECT DIFFERENT TAX RATES.—For pur-
poses of applying subsection (b)(2) with re-
spect to 1 or more gifts, the rates of tax
under subsection (c) in effect at the dece-
dent’s death shall, in lieu of the rates of tax
in effect at the time of such gifts, be used
both to compute—

‘(1) the tax imposed by chapter 12 with re-
spect to such gifts, and

‘(2) the credit allowed against such tax
under section 2505, including in computing—

‘“(A) the applicable credit amount under
section 2505(a)(1), and

‘(B) the sum of the amounts allowed as a

credit for all preceding periods under section
2505(a)(2).
For purposes of paragraph (2)(A), the applica-
ble credit amount for any calendar year be-
fore 1998 is the amount which would be deter-
mined under section 2010(c) if the applicable
exclusion amount were the dollar amount
under section 6018(a)(1) for such year.”.

(2) GIFT TAX.—Section 2505(a) of such Code

(relating to unified credit against gift tax) is
amended by adding at the end the following
new flush sentence:
“For purposes of applying paragraph (2) for
any calendar year, the rates of tax in effect
under section 2502(a)(2) for such calendar
year shall, in lieu of the rates of tax in effect
for preceding calendar periods, be used in de-
termining the amounts allowable as a credit
under this section for all preceding calendar
periods.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying, generation-skipping trans-
fers, and gifts made, after December 31, 2009.

(f) ADDITIONAL MODIFICATIONS TO ESTATE
TAX.—

(1) IN GENERAL.—The following provisions
of the Economic Growth and Tax Relief Rec-
onciliation Act of 2001, and the amendments
made by such provisions, are hereby re-
pealed:

(A) Subtitles A and E of title V.

(B) Subsection (d), and so much of sub-
section (f)(3) as relates to subsection (d), of
section 511.

(C) Paragraph (2) of subsection (b), and
paragraph (2) of subsection (e), of section 521.
The Internal Revenue Code of 1986 shall be
applied as if such provisions and amend-
ments had never been enacted.

(2) SUNSET NOT TO APPLY TO TITLE V OF
EGTRRA.—Section 901 of the Economic
Growth and Tax Relief Reconciliation Act of
2001 shall not apply to title V of such Act.

(3) REPEAL OF DEADWOOD.—

(A) Sections 2011, 2057, and 2604 of the In-
ternal Revenue Code of 1986 are hereby re-
pealed.

(B) The table of sections for part II of sub-
chapter A of chapter 11 of such Code is
amended by striking the item relating to
section 2011.

(C) The table of sections for part IV of sub-
chapter A of chapter 11 of such Code is
amended by striking the item relating to
section 2057.

(D) The table of sections for subchapter A
of chapter 13 of such Code is amended by
striking the item relating to section 2604.
SEC. 6. INCREASE IN CHILD TAX CREDIT MADE

PERMANENT.

Title IX of the Economic Growth and Tax
Relief Reconciliation Act of 2001 (relating to
sunset of provisions of such Act) shall not
apply to sections 201 (relating to modifica-
tions to child tax credit) and 203 (relating to
refunds disregarded in the administration of
federal programs and federally assisted pro-
grams) of such Act.
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SEC. 7. BASE BROADENING.

(a) IN GENERAL.—Section 63 of the Internal
Revenue Code of 1986 is amended by adding
at the end the following new subsection:

“(h) RESTRICTION OF ITEMIZED DEDUCTIONS
AFTER 2008.—In the case of any taxable year
beginning after 2008, no itemized deductions
shall be allowed under this chapter other
than—

‘(1) the deduction for qualified residence
interest (as defined in section 163(h)(3)), and

‘(2) the deduction allowed under section
170.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2008.

AMENDMENT NO. 197

(The amendment is printed in the
RECORD of Tuesday, February 3, 2009,
under ‘“‘Text of Amendments.”’)

AMENDMENT NO. 238
(Purpose: To ensure that the $1 trillion
spending bill is not used to expand the
scope of the Federal Government by adding
new spending programs)

At the appropriate place, insert the fol-
lowing:

IN GENERAL.—Notwithstanding any other
provision of this Act, for each amount in
each account as appropriated or otherwise
authorized to be made available in this Act,
the Office of Management and Budget shall
make determination about whether an au-
thorization for that specific program had
been enacted prior to February 1, 2009, and if
no such authorization existed by that date,
then the Office of Management and Budget
shall reduce to zero the amount appropriated
or otherwise made available for each pro-
gram in each account where no authoriza-
tion existed.

Mr. GRASSLEY. Madam President,
our Nation’s fiscal outlook is very
grim. The Congressional Budget Office
projects the Federal budget deficit will
exceed $1 trillion. Despite this enor-
mous deficit, President Obama is urg-
ing Congress to enact a massive stim-
ulus plan that would add another $1
trillion in Government debt over the
next 10 years. The President and his
advisers insist that we must spend this
money as quickly as possible in order
to save our economy.

In the grassroots of my State, I don’t
think people argue with things that are
in this bill that are truly stimulus, but
I am getting outrage from my constitu-
ents about the large part of this bill
that is strictly big-time spending.

In normal times, such fiscal excess,
stimulus or otherwise, would be widely
criticized and promptly rejected. But
we all know these are not normal
times. Our economy faces the worst re-
cession since the Great Depression.
Such comparisons may be overblown
but everybody is understandably con-
cerned about the present state of our
economy. Congress needs to take ac-
tion—and we are doing that—to ad-
dress declining growth and rising un-
employment. But we must not let our
desire for a quick fix undermine our
ability to address the real challenges
we face.

A sustainable fiscal policy depends
on a growing economy. A sound econ-
omy depends on a sound fiscal policy.
Unfortunately, there doesn’t seem to
be any consensus on what constitutes
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sound policy. But I think we can all
agree that Government doesn’t create
wealth; Government only expends
wealth. So we have to be about the
business of having an environment that
creates wealth.

There are two opposing views on how
to help the economy. Some people say
consumption is the key to economic
growth. When people go shopping, the
economy is good, so we need to spend
more, they say. Other people say in-
vestment is the key. When businesses
invest, the economy is good, so they
say we need to save more.

Some economists try to reconcile
these opposing views by suggesting the
correct route depends upon the cir-
cumstances. When workers are fully
employed and factories are fully uti-
lized, they say we need to save more
and increase supply. But when workers
are unemployed and factories are idled,
they say we need to spend more and in-
crease demand. While this explanation
is appealing, it doesn’t withstand care-
ful scrutiny.

We are told that in order to stimu-
late the economy, all the Government
has to do is put more money into the
hands of consumers and they will spend
it back into prosperity. The problem
with this approach is that the only way
the Government can put money into
somebody else’s hands is by taking it
from somebody else’s pockets—either
in the form of taxes or borrowing. Now,
this is a zero-sum game in which one
person’s loss is another’s gain. Some
economists try to obscure this fact by
introducing a concept known as the
marginal propensity to consume. In my
judgment, that is just a fancy way of
saying some people spend more of their
money than others.

According to this concept, low-in-
come people are more likely to spend
an extra dollar than higher income
people; thus, taking from the rich and
giving it to the poor will stimulate
consumer demand and boost the overall
economy. It is the Government kind of
playing the role of Robin Hood.

This concept is flawed because it ig-
nores the very important role of people
saving. Money that is saved does not
disappear; it flows back into the econ-
omy in the form of business loans or
consumer credit. Saving is just another
form of spending—specifically spending
on capital goods, such as factories and
equipment, or consumer goods such as
cars and houses.

Of course, the critics say this is not
always true. During a recession, banks
are less willing to lend and businesses
are less willing to borrow. Thus, some
of the money previously available in
the economy is no longer being used,
like right now with the credit crunch.
It has been stuffed, in some cases,
under the proverbial mattress, whether
that is in anybody’s home or in a bank
vault. Thus, advocates of fiscal stim-
ulus claim the Government can borrow
and spend during a recession without
crowding out other private sector
spending. This is true only in a very
narrow sense that increasing money
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supply allows the Government to bor-
row and spend without reducing the
amount of money available to the rest
of our population. That is monetary
policy masquerading as fiscal policy.
Moreover, when the Government bor-
rows money, whether it is new money
or old money, what the Government is
really borrowing is the resources it ac-
quires; thus, every dollar the Govern-
ment spends has an ‘“‘opportunity cost”
in terms of the potential uses of those
resources.

Much of the confusion over this point
comes from the failure to recognize the
nature of money in our economy.
Economists often talk about the multi-
plier effect in order to explain how
each dollar of Government spending
can result in more than a dollar of eco-
nomic activity. But the multiplier ef-
fect is simply a way of illustrating the
fact that if I give you a dollar, you will
spend part of it and save part of it. The
portion you spend goes to someone,
who spends a portion and saves a por-
tion, and so on and so on; thus, $1 effec-
tively multiplies into many dollars.

Contrary to what some people might
have you believe, the multiplier effect
applies to every dollar, not just the
dollar spent by the Government. Ac-
cording to Federal Reserve data over
the past 50 years, the ratio between
gross domestic product and our money
supply—defined as currency plus bank
reserves—has ranged from a ratio of 10
to 1, to 20 to 1. In other words, every
dollar in our economy supports be-
tween $10 and $20 of economic activity.

During a recession, there are fewer
workers producing fewer goods and
services. That is why this is called a re-
cession. Because the level of output is
lower, the level of spending is lower as
well. That means the available dollars
are being used less. Economists often
refer to this as a decline in the velocity
of money. The money no longer being
used reflects the goods and services no
longer being produced. With fewer
goods and services available to buy,
Government efforts to borrow and
spend will increase the money supply.
Instead of the Federal Reserve increas-
ing bank reserves to boost private lend-
ing, the Government will increase bor-
rowing to boost private spending. But
this is really monetary policy disguised
as fiscal policy.

The success or failure of this policy
will depend upon how the additional
money is used. Unfortunately, when
some advocates of Government stim-
ulus talk about priming the pump,
they give the impression that we can
grow our economy by simply spending
money and it doesn’t matter in any
way how you spend that money.

Consider the following comments by
the great economist John Maynard
Keynes, whom I don’t agree with very
much. He said this:

If the Treasury were to fill old bottles with
banknotes, bury them at suitable depths in
disused coal mines . . . and leave it to pri-
vate enterprise . . . to dig the notes up again

. there need be no more unemployment.
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People are probably laughing at that.
Nearly everyone would recognize the ill
effects of printing up $1 trillion and
dropping it from helicopters. But what
if the Government hired 10 million
Americans to dig holes and fill those
holes back up and paid them each
$100,000? Would this prime the pump
and get our economy moving again?
The answer should be obvious: It would
be a complete waste of resources.

The 19th century economist Fredrick
Bastiat once observed:

There is only one difference between a bad
economist and a good one: the bad economist
confines himself to the visible effect; the
good economist takes into account both the
effect that can be seen and those effects that
must be foreseen.

When the Government borrows
money for some activity, that is what
is seen. But what is not seen is what
could have been created had those
workers and resources been used in
some different way. The benefit of a
Government stimulus plan must then
be weighted against cost. So far, there
has been no comprehensive cost-benefit
analysis of this proposed stimulus bill.

I may have talked about a lot of eco-
nomic philosophy, but it is pertinent to
what we are doing on the Senate floor
this week, the stimulus bill. There is a
glaring omission given in recent com-
ments that have been made by Presi-
dent Obama. So I want my colleagues
to take into consideration what my
President says.

Shortly before his inauguration,
President Obama gave a series of
speeches and interviews. I will read a
couple sentences from them. According
to the January 16 Washington Post:

Obama repeated his assurance that there is
‘‘near unanimity’’ among economists that
government spending will help restore jobs
in the short term, adding that some esti-
mates of necessary stimulus now reach $1.3
trillion.

The President-elect said he believes
that direct Government spending pro-
vides the most ‘‘bang for the buck’ and
that his advisers have worked to design
tax cuts that would be most likely to
spur consumer spending.

They quote President Obama:

“The theory behind it is I set the tone,”
Obama said. “‘If the tone I set is that we
bring as much intellectual firepower to a
problem, that people act respectfully toward
each other, that disagreements are fully
aired, and that we make decisions based on
facts and evidence as opposed to ideology,
that people will adapt to that culture and
we’ll be able to move together effectively as
a team.”

Going on to quote President Obama:

I have a pretty good track record at doing
that.

I was quoting from the Washington
Post, but also quoting within that arti-
cle what the President said.

Now I want to go to a January 10
radio address by then-President-elect
Obama, now our President:

Our first job is to put people back to work
and get our economy working again. This is
an extraordinary challenge, which is why
I've taken the extraordinary step of work-
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ing—even before I take office—with my eco-
nomic team and leaders of both parties on an
American recovery and reinvestment plan
that will call for major investments to 